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MONDAY, FEBRUARY 23, 1953 


UNITED STATES SENATE, 
COMMITTEE ON APPROPRIATIONS, 
Washington, D. C. 

The committee met at 9:30 a. m., pursuant to notice, in room F 
of the Capitol, Hon. Styles Bridges (chairman) presiding. 

Present: Senators Bridges, Ferguson, Cordon, Thye, Mundt, 
Smith, Dworshak, Dirksen, Hayden, McCarran, McClellan, Robert- 
son, and Magnuson. 

Chairman Bripees. The hearing will come to order. 

We have for consideration this morning the second supplemental 
appropriation bill for 1953, the first appropriation measure to come 
before us. It is the hope of the chairman of the committee, and I feel 
sure it is the hope of the rest of the committee, that we can proceed as 
rapidly as possible and yet get the important testimony before us. 

We will first hear the legisl: ative branch, the Office of the Architect 
of the ¢ ‘apitol. 

Mr. Lynn, would you now present your case? 


LEGISLATIVE 
ARCHITECT OF THE CAPITOL 


STATEMENTS OF DAVID LYNN, ARCHITECT OF THE CAPITOL; 
CHARLES A. HENLOCK, ADMINISTRATIVE OFFICER OF THE 
OFFICE OF THE ARCHITECT; AND J. LEWEY CARAWAY, CUS- 
TODIAN OF THE SENATE OFFICE BUILDING 


PREPARED STATEMENTS 


Mr. Lynn. Mr. Chairman, I have three prepared statements 
covering the items that we are submitting this morning, and I would 
like to have Mr. Henlock, my administrative officer, present them. 

Chairman Bringes. Mr. Henlock will you proceed?, 

Mr. Hentock. Mr. Chairman, Mr. Lynn would like to have his 
prepared statements inserted in the record, and for me simply to 
brief them. 

Chairman Brinces. Without objection, they will be placed in the 
record, and you will highlight them. 

(The statements referred to follow:) 

ARCHITECT OF THE CAPITOL, 
Washington, D. C., February 19, 1958. 
Hon. Styies BripGEs, 
Chairman, Committee on Appropriations 
United States Senate. 

My Dear Mr. CuatrMan: With the approval of the Joint Congressional 

Committee on Inaugural Ceremonies, an estimate of appropriation in the amount 


1 
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of $2,851, Capitol Buildings (copy enclosed), for the fiscal year 1953, is today 
being transmitted through the Bureau of the Budget for consideration by your 
committee in connection with the pending supplemental appropriation bill. 

This estimate provides for payment to Skinker & Garrett, contractor for the 
1953 inaugural stands at the Capitol, of an amount of $2,851 for constructing brick 
arches under the main entrance portico steps of the Capitol Building to support 
the 1953 inaugural stands. This work was found necessary in the course of con- 
struction of the stands, as deficiencies were noted in the existing masonry, consist- 
ing principally of loose joints resulting from deteriorated mortar, and a general 
raking and pointing of the joints and the installation of some permanent reinforce- 
ment were co! idered | ighly advisable 

The interior brickwork supporting the steps was therefore pointed and 8 trans- 
verse brick relieving arches were constructed under the main arch, approximately 
6 feet apart. and located dir ctly under alternate joints of the granite steps. 
The work was performed by Skinker & Garrett concurrently with the construction 


of the inaugural stands. 


It was the intention and recommendation of the Architect of the Capitol that 
this item be paid for as a change order to the inaugural stands contract, but when 
the item was submitted to the Joint Congressional Committee on Inaugural 
Ceremonies, it was the opinion of that committee that, because of the permanent 
natur f tl ‘onstruction work that had to be done, the item was one that was 

re properly chargeable as a Capitol Building maintenance expense than as an 
inaugural expense. The committee accordingly advised the Architect of the 
Capitol to submit a request for the necessary funds to pay for this work in the 
first deficiency appropriation bill. 


Davin Lynn, 
Architect of the Capitol. 


ARCHITECT OF THE CAPITOL, 
Washington, D.C., Fe bruary 19, 1948. 
Hon. Joserpn M. Dopat 
Director, Bureau of the Budget, 
Washington 25, D.C. 

Srr: I am transmitting, herewith, in duplicate supplemental estimate of 
appropriation for the fiscal year 1953, in the amount of $2,851, for the legislative 
branch, Architect of the Capitol, Capitol Buildings and Grounds, “Capitol 
Buildings,’’ as follows: 

“ARCHITECT OF THE CAPITOL 
“CAPITOL BUILDINGS AND GROUNDS 

“For an additional amount for ‘Capitol Buildings’ $2,851, for payment to 
Skinker and Garrett, contractor, for constructing brick arches under the main 
entrance portico steps of the Capitol Building to support the 1953 Inaugural 
stands,” 

Yours very truly, 
Davin Lynn, 
Architect of the Capitol. 


ARCHITECT OF THE CAPITOL, 
Washington, D. C., February 19, 1953. 
Hon. Stytes BripGss, 
Chairman, Committee on Appropriations, 
United States Senate. 

My Dear Mr. CHarrman: At the direction of the chairman of the Senate 
Committee on Rules and Administration, an estimate of appropriation in the 
amount of $1,600, fiscal vear 1953 (copy enclosed), is today being transmitted 
through the Bureau of the Budget for consideration by vour committee in connec- 
tion with the pending supplemental appropriation bill. 

This estimate is necessary to provide improved sanitation in the Senate 
Restaurant in the Capitol Building, such measures being recommended by the 
District of Columbia Health Department as a result of an inspection of the 
restaurant made by that Department at the request of the Senate Committee on 
Rules and Administration. 
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The estimate covers the following items: 


1) Replacement of old marble table tops in the bake shop with new 
laminated maple tops at a cost of ; $120 

2) Purchase and installation of a new stainless steel dough retarder for 
bake shop to replace old retarder now in use, which has been in 


service for many years and is now beyond repair, at a cost of 1, O80 

3) Installation of a new greaseproof asphalt tile floor in pantry No. 1, 
just off the press dining room at a total cost of 100 
Total estimate 1, 600 


Yours very truly 
Davip LYNN, 
Arciatect of the Capitol 


ARCHITECT OF THE CAPITOL, 
Washington, D. C., February 19, 1953 
Hon. Joserpu M. Dopae, 
Director, Bureau of the Budget, 
Washington 25, D. C. 

Sir: I am ee herewith, in duplicate, supplemental estimate o 
appropriation, _ al year 1953, ‘“‘Senate Restaurant,’’ for expenditure by the 
Architect of the Capitol, under the supervision of the Senate Committee on Rules 
and Administration, as follows: 


¢ 


“ARCHITECT OF THE CAPITOI 


“c 


CAPITOL BUILDINGS AND GROUNDS 

“Senate Restauraht: For repairs, improvements, furnishings and equipment for 
the Senate Restaurant, Capitol Building, including personal and other services, 
fiscal year 1953, $1,600, to be expended by the Architect of the Capitol under the 
supervision of the Senate Committee on Rules and Administration, without 
regard to section 3709 of the Revised Statutes, as amended.”’ 

Yours very truly, 
Davip Lynn, 

Archiiect of the Capitol, 


ARCHITECT OF THE CAPITOL, 
Washington, D. C., February 19, 1958 
Hon. Sry.es BRIDGEs, 
Chairman, Committee on Appropriations 
United State Se nate. 


My Dear Mr. Cuarrman: At the direction of the chairman of the Senate 
Committee on Rules and Administration, an estimate of appropriation in the 
amount of $54,000, Senate Office Building (copy enclosed), for the fiscal year 
1953, is today being transmitted through the Bureau of the Budget for considera- 
tion ae committee in connection with the pending supplemental appropria- 
tion bi 


This estimate covers six items for the Senate Office Building, explained as follows: 
Rugs and floor coverings, $13,000 


Under the annual appropriation act for the fiscal vear 1953, $10,000 was granted 
for the purchase of newrugs and cushions. Of this amount $7,400 has been obli- 
gated to date, leaving a balance of $2,600. <A survey of the rug requirements 
made after the election-year changes discloses that there is need at this time for 
replacing the rugs in approximately 42 rooms at a total cost of $15,600 As only 
$2,600 is available to meet the cost of these rugs, an additional amount of $13,000 
is required. 


Air conditioning office and committee rooms and other areas on basement floor, Consti- 
tution Avenue wing, Senate Office Building, $35,800 


The rooms in this section of the building were remodeled as office and committee 
rooms during the period July-December 1941 Air-conditioning facilities Were 
not provided at that time; and with the advent of the war, further improvements 
were postponed. The estimate covers 25 rooms, inc luding 2 toilet rooms. 
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Under the estimate of $35,800, it is proposed to provide air conditioning for 
these rooms by installing the necessary mechanical equipment and making the 
required structural and mechanical changes and alterations. 


Breakdown of estimates 


Package units, 30 tons aiiigiie , or bitte popu Be; 268 
Ductwork _. 3 ght halts is Sas dee wi td ee 
Automatic controls_ _ as een ols poe Binal aiene wth’ ble cia tes Vee 
Distribution, grills, ete. , 5 kes el ee ae . 1,500 
Piping i : inde Cm ie ets disidclaampeiieien Se ciel. Gaede ee ee 
Reheaters_ _ _ : : ie eae 700 
Covering. ; Tae ew ‘ a as eee , 250 
Electrical J i wettest oie - ye svete te Sea 1, 800 
Cutting and patching ------ a é kt be Ft 2, 900 

Total_ _- i canal wi 35, 800 


Air conditioning the basement section of the Senate folding room, street side of 
building, $2,000 


At the time the folding room was air-conditioned in 1952, the basement section 
was used only for storage purposes and was accordingly not air conditioned. 

It has now become necessary to use a portion of this section of the folding room 
for office space for folding room personnel. 

Under the estimate of $2,000, it is proposed to air-condition this area by pro- 
viding a 5-ton unit and necessary ductwork, piping, and controls. 


Breakdown of estimate 


Package unit, 5 tons ene , : 2 ate ial : $1, 000 


Ductwork . ty. oie mee = i 700 

Piping, controls, and miscellaneous iat cant eicdlint isa M 300 

Total i ne he Vinicbabiiscerigastidaieh ofc date Sa bide one ee 

Air conditioning two rooms, basement floor, First Street wing, forfolding room activities, 
$800 


Request has been made that funds be included in the supplemental estimate to 
air-condition two rooms, basement floor, First Street wing, now assigned to the 
char force, in order that the same may be made available for folding-room 
activities. 

Breakdown of estimate 


Air distribution ; iene fa 'ambiwibieiudha whee ns ae 
Controls a ; pe oe a ee 100 
Alterations to return air ducts and dampers for increased capacity - - 450 
Ductwork --_.- lls sitcicgleniialee Scat oar : Se ea welche 150 

Total j NAELE. 26s, DAES LS SU 800 


Improvement to air conditioning in barber and beauty shops, basement floor, $1,600 


At the present time the temperature conditions in the barber shop and the 
beauty shop, located on the basement floor of the Senate Office Building, are very 
unsatisfactory At the time the air-conditioning system was installed in this 
part of the building in 1937, these areas were used as storage space only, and were 
not accordingly air conditioned for their present usage. 

A sutplus 5-ton air-conditioning unit is available at this time and can be used 
to properly air-condition these shops; however, it will be necessary to install new 
ducts, grills, and controls to assure proper distribution and to prevent drafts and 
noise. 

The estimated cost of installing such ducts, grills, and controls and of putting 
the system in operation is $1,600. 

Ventilation in cof e« shop kitchen, Senate Office Building, £800 

Complaints have been received about excessive heat, food and grease odors 
from this kitchen. To correct this condition, it is proposed to fabricate and 
install a stainless steel lining in the large hood over the range to increase the air 
velocity and also to install a hood over the dishwashing machine located in the 
same room at a total cost of $800. 

Yours very truly, 
Davip Lynn, 
Architect of the Capitol. 
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ARCHITECT OF THE CAPITOL, 
Washington, D. C., February 19, 1953. 
Hon Josepu M. Dopas, 
Director, Bureau of the Budget, 
Washington 25, D. C. 

Sir: I am transmitting, herewith, in duplicate, supplemental estimate of ap- 
propriation for the fiscal year 1953, in the amount of $54,000, for the legislative 
branch, Architect of the Capitol, Capitol Buildings and Grounds, “Senate Office 
Building’, as follows: 

“ARCHITECT OF THE CAPITOL 


“CAPITOL BUILDINGS AND GROUNDS 


“For an additional amount for “Senate Office Building’’, $54,000.” 
Yours very truly, 
Davip Lynn, 
Architect of the Capitol. 


CAPITOL BUILDING REPAIRS 


Mr. Hentock. The first item is $2,851 for the Capitol Building. 
When we were constructing the 1953 inaugural stands at the Capitol, 
it was considered advisable to put relieving arches under the main 
portico steps to support the stands. When the item was presented 
to the Joint Congressional Inaugural Committee with a view of 
defraying its cost as an inaugural expense, the committee thought 
it was more properly an item to be defrayed as a Capitol Building 
expense, and suggested that we submit the item for inclusion in this 
bill. 

Chairman Bripces. For the benefit of the committee, Senator 
Hayden and I were on that Joint Inaugural Committee, and we felt 
that rather than pay the cost out of temporary funds for the Inaugural 
Committee, a permanent improvement of the Capitol Building itself 
certainly should be paid for from regular appropriations. 

Mr. Hentock. Yes, sir. 

Chairman Bripces. You may proceed. 


SENATE RESTAURANT 


Mr. Hentock. The next item is $1,600. The Senate Rules Com- 
mittee requested the item be submitted for the Senate Restaurant. 
The Rules Committee had the District Health Department make a 
survey of the restaurant, and they recommended these improvements. 
The item includes $120 to replace old marble tops on the tables in 
the bake shop with new maple tops; $1,080 for replacement of 
equipment known as a dough retarder, and $400 for new greaseproof 
asphalt-tile floor in the pantry. 

Chairman Brincss. Are there any questions? If not, you may 
proceed to the next one. 


SENATE OFFICE BUILDING MAINTENANCE 


Mr. Henuock. The final item is $54,000 for the maintenance of the 
Senate Office Building. That is broken down into two parts, $13,000 
for rugs and $41,000 for air-conditioning improvements, all of which 
items are endorsed by the Senate Rules Committee. You gave us 
$10,000 for rugs for this year, and of that amount we have obligated, 
to date, $7,400 for rugs for 23 rooms and 1 alcove, including rug 
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cushions. We have made a postelection survey of the offices and 
find there are 42 more rooms that should be furnished with rugs and 
cushions, at a total estimated cost of $15,600. We have $2,600 on 
hand to meet that expense, necessitating $13,000 additional. 

Chairman Brinces. Does your request for the $13,000 cover all 
the rugs that are worn out? Also, has Mr. Caraway made an examina- 
tion of the rugs and does he know these are vitally necessary? 

Mr. Caraway. I have made an inspection of the rugs throughout 
the building, and I think with this it will take care of most of the rugs. 
Now, some of them I am going to let go over until July, that is in some 
of the workrooms where the public does not see them too much. 
But this will take care of most of the Senators’ rooms and the reception 
rooms and some of the workrooms. 

Chairman Brinees. In your judgment the rugs should be replaced ; 
they are worn out? 

Mr. Caraway. Yes, sir. 


CONDITION OF RUGS 


Senator Dirksen. I would like to ask one question. I think Mr. 
Caraway will remember I went before the legislative committee last 
year on this item of rugs. Frankly, I thought it was an unconscionable 
condition, the condition of some of those rugs. Now you say this will 
cover nearly all. Are there some offices that will not have new fresh 
rugs? 

Mr. Caraway. Oh, yes, there will be several of them that will not 
have new rugs. 

Senator Dirksen. Well, now, I moved into a new office this year, 
Mr. Chairman, and I never saw such rugs in my life. 

Mr. Caraway. The rugs do not show up too badly until you start 
making these moves, and once you start moving furniture from one 
place to another, then it is bound to show up. 

Senator Dirksen. What is done about either reconditioning or 
cleaning rugs? 

Mr. Caraway. We have our own cleaning machine over there, and 
we shampoo them right on the floor. 

Senator Dirksen. I know those rugs were in bad shape, and | 
wondered whether any other Senators may have complained about 
rugs in their offices? 

Mr. Caraway. Yes, I have had quite a few complaints. 

Senator Dirksen. | was most distressed when I[ turned over my 
old office to Senator Goldwater to leave him with the rugs, and I can 
only hope that he got something better subsequently. 

Mr. Caraway. I think he will. 

Senator Dirksen. As a matter of fact, these are public offices. | 
think people like to see them clean and tidy and the furniture and the 
rugs in good condition. I believe, Mr. Chairman, that we have erred 
on the side of overfrugality in other years, and I do believe that if 
there is a further need, I would like to know a little more about it. 

Chairman Brinaes. I feel the same way, Senator Dirksen. Money 
appropriated by this committee goes all over the world, by the billions, 
vet for the sake of economy we risk injury to ourselves, our staffs, and 
visitors by having torn and dilapidated rugs. I personally encouraged 
Mr. Caraway to replace the rugs; certainly I do not mean to go out 
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and throw new rugs around, but those that are absolutely useless 
should be replaced. Do you feel that you have taken care of the 
vital cases? 

Mr. Caraway. Yes, sir; I think I have. 

Senator Smirx. I would like to ask, Is there anything else besides 
the rugs that you feel should be replaced and reconditioned that you 
do not have money and help enough to do it with? 


NEW FURNITURE 


Mr. Caraway. Not right now, Senator. We are replacing the 
typists’ desks, as you know, and we are getting 150 a vear. That 
will give most of the Senators 2 every year, and that was a 3-year 
program. That is, by replacing 2 in eac th office ever y year, I think in 
3 years we can get most of the center-drop desks out of oe way, which, 
as you know, everyone wants to get rid of. 

Senator Smirx. It does seem for the sake of efficiency, you are so 
right, Mr. Chairman, that if there was some way that the offices and 
the equipment could be renewed regularly as needed, rather than wait- 
ing for the Senators to have to argue themselves into going down for 
changes, it would be better. 

Mr. Caraway. There has been no new furniture bought for that 
building. We started about 3 years ago, and that is about the first 
time there has been any equipment purchased on a large scale, except 
when the new wing was established, which was back in 1932. The 
rest of the furniture over there is as old as the building, and that is 43 
wr 44 years old. 

Senator Smira#. You have people working on furniture regularly 
and renewing it or restoring it and refinishing it? 

Mr. Caraway. Yes, sir. 

Senator Dirksen. What will meet the situation with respect to 
desks, if some additional clerk hire were allowed? Some of the offices 
are terribly understaffed—I know mine is—but will you have desks 
enough to go around? 

Mr. Caraway. I always have plenty of these center-drop typist 
desks on hand. I have a couple of hundred of them right now. 

Chairman Bringegs. All right. 


AIR CONDITIONING 


Mr. Hentock. The balance of the estimate, as stated, is for air 
conditioning. Back in 1941, the rooms in the basement floor of the 
Constitution Avenue side of the building were converted into offices, 
and they were not air conditioned at that time. Improvements were 
postponed during the ensuing war period. The Rules Committee have 
directed that we request funds at this time to air-condition these 
rooms. There are 25 rooms, in all, including two toilet rooms—all 
located on the basement floor, Constitution Avenue side. 

Chairman Bripces. | had a letter from Senator Jenner, Chairman 
of the Rules Committee, pointing with great emphasis to this item. 
He said that if people were going to work in these rooms during the 
hot months of the year air conditioning i is absolutely essential. Now, 
roughly, do you know what percentage of these rooms are now oc¢u- 
pied by people? 

Mr. Caraway. They are all filled, Senator. 
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Chairman Bripces. They are working in spite of the fact there is 
no air conditioning? 

Mr. Caraway. That is right. 

Mr. Hentock. $2,000 is requested to complete the air conditioning 
of the space occupied by the Senate folding room. The basement 
floor section of the folding room was not air conditioned in 1951, 
because at that time it was used only for storage purposes. The 
Sergeant at Arms now finds it necessary to assign personnel to work 
in that space and the funds for air conditioning are, accordingly, 
requested. There is $800 to air condition two rooms, now assignod 
the char force, required by the Senate Sergeant at Arms for folding 
room activities. There is $1,600 to air-condition the barber and beauty 
shops in the basement floor. These areas were simply ventilated in 
1937, when the rest of the building was air-conditioned, as they were 
used as storage rooms then. They have never since been properly 
air conditioned. 


SENATE COFFEE SHOP IMPROVEMENT 


The last item, $800, is to line the hood over the range in the Senate 
Coffee Shop kitchen in the Senate Office Building to try to take care 
of excessive heat and food and grease odors that now come from the 
kitchen. 

That completes our items. The detailed breakdowns are in Mr. 
Lynn’s prepared statements that he submitted for the record. 

Chairman Brings. Are there any further questions? 


THE JUDICIARY 


Chairman Bripges. I have asked the Judiciary to prepare a sum- 
mary of their request, rather than go into extensive hearings, so with 
the permission of the committee I will insert in the record a 10-page 
summary from the administrative officer, Mr. Chandler, the Director 
of the Administrative Office of the United States Courts, outlining 
the request for supplemental appropriations. 

(The statement referred to follows: ) 


ADMINISTRATIVE OFFICE OF THE UNITED STATES Courts, 
SuPREME Court BuILDING, 
Washington 13, D. C., Fe bruary 20, 1958. 
Hon. StyLes BRIDGEs, 
Chairman, Committee on Appropriations, 
United States Senate, Washington, 7 al 


Dear SENATOR Bringes: I write you to put before the Committee on Appro- 
priations through you as chairman, some supplemental appropriations for the 
courts, contained in the second supplemental appropriation bill, 1953 as passed 
by the House and to explain the need for them. The appropriations fall into 
two groups: appropriations for fees of commissioners, fees of jurors, miscellaneous 
salaries, and court reporters, and appropriations for salaries of referees in bank- 
ruptcy. The supplemental appropriations in the first group are needed because 
of a marked and continuing increase in the business of the Federal courts. The 
supplemental appropriation for salaries of referees is needed to provide for increases 
in the salaries of referees authorized under statute by the Judicial Conference of 
the United States pursuant to a law passed late in the last session of the previous 
Congress raising the maximum limits upon salaries of referees and designed to 
permit salary increases for them corresponding with the increases in salary of 
other Government personnel under the successive pay increase acts in which the 
referees had not shared. 
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THE INCREASE IN THE BUSINESS OF THE FEDERAL COURTS IN RECENT YEARS 


Inasmuch as the rising volume of business in the Federal courts in latter years 
has created the need for all the supplemental appropriations mentioned, except 
the one for salaries of referees, I preface the discussion of the particular appropria- 
tions with a summary statement concerning the increase in the judicial business. 

The number of criminal cases being brought currently is not unusual except 


the number of cases of illegal immigration brought mainly in the districts on the 
southwestern border which add to the business of commissioners. But the 
numbers of civil cases and of private civil cases brought in the district courts 
have been rising sharply for some time. This is important because it is such 
cases that take proportionately a high amount of time of the judges and cal} for 


the utmost assistance to the judges in the way of supporting personnel. 
The number of civil cases filed in 1952 was more than 13 percent higher than 
the number in 1951; 58,428 compared with 51,600. The number of private 


civil cases filed in 1952 was more than 10 percent above the number in 1951 





35,548 compared with 32,176. The numbers of civil cases and of private civil 
eases filed in the first half of the current fiscal vear ended December 31, 1952, 
were both nearly 19 percent above the numbers in the first half of 1952. The 


number of all civil cases filed in the first half of 1953 was 32,769, compared with 
27,569 in the first half of 1952, and the number of private civil cases in the first 
half of 1953, 19,808 compared with 16,702 in the first half of 1952. 

Between 1941, the last full fiscal year before the Second World War, and 1952 
the number of civil cases filed in the district courts increased from 38,4 


éf to 
58,428, an increase of approximately 52 percent. In the same period the number 
of private civil cases filed rose from 21,931 to 35,548, an increase of 62 percent. 
During that period the number of district judges authorized increased only from 
197 to 224, a little less than 14 percent. Stated in another way, the average case- 
load per district judgeship in the 86 districts of the United States having purely 
Federal jurisdiction was as follows in 1952 compared with 1941: 


All civil Private civil Criminal 


1941 171 81 164 
1952 236 126 177 


This trend of inerease in the load of the Federal courts which as shown is 
continuing in the current year, makes it necessary that the judges should have the 
fullest support in staffs and facilities, and is the primary reason for the supple- 
mental appropriations allowed by the House. 


SUPPLEMENTAL APPROPRIATION OF $107,000 FOR FEES OF COMMISSIONERS 


(P. 3 of the bill as printed in the House, p. 3 of the report of the House Committee 
on Appropriations, and pp. 416-418 of the hearings before the House 
subcommittee) 


The United States commissioners are committing magistrates and in some 
instances are authorized by the district courts under statutory power to try petty 
offenses committed on Federal reservations. Their fees are fixed by law (28 
U.S. C. 633). They naturally have to take care of the eases brought before them, 
so that the volume of their work cannot be administratively controlled. 

The appropriations for fees of commissioners in 1952 totaled $603,000, and the 
actual expenses as nearly as can be estimated were $601,500. The amount of the 
annual appropriation for the current year is $543,000. The total of commissioners’ 
fees has been rising about 10 percent in each of the past 2 years. It is estimated 
that the total fees of commissioners in 1953 will run about 8 percent above the 
amount for 1952. On that basis the total cost will be $650,000 and require for 
payment the supplemental appropriation of $107,000 which the House granted. 


THE SUPPLEMENTAL APPROPRIATION OF $200,000 FOR FEES OF JURORS 


(P. 3 of the House bill, p. 3 of the House report, and pp. 419-420 of the House 
hearings) 


In consequence of the increase in the number of civil cases filed in the district 
courts in the last years, and especially of private civil cases in which there is a 
high proportion of jury trials, the number of such trials is going up. As an indica- 
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tion the number of jury trials in the district courts in the first half of the present 
fiscal year 1953 was 2,125 compared with 1,897 in the first half of 1952, an increase 
of 228 or more than 12 percent. 

The amount of the annual appropriation for jurors’ fees in the current year is 
$2,800,000. The total of the appropriations for that purpose in 1952 was $3,060,- 
000 and the total cost for jurors’ fees, $3,045,000. A factor in the cost in 1952 was 
an extensive use of special grand juries to investigate organized crime in the 
latter part of the year. But if allowance is made for that it is estimated that the 
cost for fees of jurors in 1953 will be at least $3,000,000. In fact the figures for 
December raise a question whether $3,000,000 will be sufficient. The supple- 
mental appropriation of $200,000 which the House granted beyond the annual 
appropriation will be necessary in order to provide that amount. 


THE SUPPLEMENTAL APPROPRIATION OF $20,600 FOR MISCELLANEOUS SALARIES 


(P. 3 of the House bill, p. 3 of the House report, and pp. 420-423 of the House 
hearings 


The principal charge against the appropriation for miscellaneous salaries is the 
salaries of secretaries and law clerks of judges. Because of the increase in the 
business of the courts which has been explained the judges are now in need of 
maximum assistance of this nature. There is call both for more permanent law 
clerks to which under the statutes judges are entitled (28 U. 8. C. 712, 752), and 
for temporary assistance in emergencies which is referred to in the annual appro- 
priation for miscellaneous salaries as one of the purposes of that appropriation. 

The annual appropriation is sufficient to provide for an average of only 603 
employees whereas the actual average in 1952 was 611, and the number employed 
on December 31, 1952, when the count was last made was 610. It has been neces- 
sary to decline for the time requests from judges to authorize the appointment of 
law clerks. The portion of the appropriation allocated for temporary assistance 
has been almost exhausted. The supplemental appropriation of $20,600 granted 
by the House is little more than two-thirds of 1 percent of the annual appropria- 
tion for the current year. But the added sum will make it possible to meet the most 
urgent needs of judges for greater clerical assistance during the remainder of the 
fiscal year. This support is important in the heavy loads which they are carrying. 


THE SUPPLEMENTAL APPROPRIATION OF $15,700 FOR SALARIES OF COURT REPORTERS 
(P. 3 of the House bill, p. 3 of the House report, and p. 429 of the House hearings) 


The supplemental are of $15,700 for salaries of court reporters is 
necessary in order to provide for the increased amount of reporting service result- 
ing from the increased business of the district courts in the current year. The 


amount of the annual appropriation, $1,100,000, will provide for less than the 
courts actually needed and utilized in 1952 despite the fact that new cases are 
being filed at a greatly increased rate. The total number of reporters employed, 
permanent and temporary, as of the most recent date was 225 compared with 219 
last year The current appropriation will provide for the employment of an 


average of only 220. It is estimated that at a minimum an average of around 223 
will be hap 1 in order to give the requisite reporting service in the current year. 
There is a heightened demand for temporary reporters not only to function during 
vacancies in permanent positions, bu t also to serve when additional judges come 
into courts on tet oporary assignments to aid the regular judges, and to report 
condemnation proceedings being conducted before commissioners while the regular 


reporters are engaged in the court proper. The supplemental appropriation of 
$15,700 which the House allowed is approximately 144 percent of the annual 
appropriation and is necessary in order to maintain the reporting of proceedings 


In the district courts during the remainder of the year. 
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THE SUPPLEMENTAL APPROPRIATION OF $134,000 FOR SALARIES OI! REFEREES 
IN BANKRUPTCY 


(Pp. 3-4 of the House bill, p. 3 of the House report, and pp. 429-431 of the House 
hearings) 


The supplemental appropriation of $134,000 for salaries of referees in bank- 
ruptey allowed by the House is to cover the cost in the current year of increases 
in salaries of referees in bankruptcy authorized by the Judicial Conference of the 
United States at its annual meeting last September pursuant to Public Law 457 
of the 82d Congress approved July 7, 1953. 

Section 40a of the Bankruptey Act (11 U. 8. C. 68a) authorizes the Judicial 
Conference of the United States to fix the salaries of referees in bankruptcy in the 
light of studies and reports by the Director of the Administrative Office of the 
United States Courts and of recommendations of the judicial councils of the vari- 
ous circuits made after advising with the district judges of the respective districts 
of the circuits. Public Law 457 above mentioned raised the maximum salary 
which might be fixed for full-time referees from $10,000 to $12,500 per annum and 
for part-time referees, from $5,000 to $6,000 per annum. The referees had shared 
in none of the pay-increase acts enacted since the salary system for referees was 
inaugurated on July 1, 1947, and the reports of the Judiciary Committees of the 
House and Senate on the bill which became Public Law 457, show that the purpose 
was to enable the Judicial Conference under the statute cited, to provide for an 
equitable increase in the compensation of the referees in relation to the increase in 
the cost of living in recent years and increases in salary granted to other Govern 
ment officers and employees. 

The cost of the salaries and espenses of referees in bankruptcy is borne out of 
special salary and expense funds created from the proceeds of charges paid by the 
parties to bankruptcy proceedings unless there isa deficiency in the funds which 


in that case is paid out of the Treasury and reimbursed out of subsequent surpluses 
th ecia funds sec, 40¢ } of the Bank ruptey \ct 11 U 6 C. 68e | 

Except for the first year a surplus has accrued in the salary fund for referees in 

each year, and each year there has been a surplus in the expense fund. The 


accumulated surplus in the salary fund as of December 31, 1952, after full payment 
of the initial advances from the Treasury, was $1,412,059. The receipts into the 
special fund in 1952 were $1,283,003 and the estimated receipts in the first half of 
the current year ended December 31, 1952, were $595,559. 

If the supplemental appropriation of $134,000 allowed by the House is retained 
in the pending bill so that the increases authorized by the Judicial Conference of 
the United States effective as of October 1, 1952, are carried out, the total appro- 
priations for the year, $1,013,000 will be well within the receipts into the special 
salary fund as indicated by the experience of the last 3 fiscal years and the first 
half of the current year. The cost of the increases authorized upon an annual 
basis will be somewhat higher, approximately $180,000, because they will be in 
force for a full year instead of three-fourths of a year as in 1953. Even so the 
total estimated cost for the salaries of referees will be increased to only $1,059,000 
a year, which still will be within the receipts into the special salary fund by a good 
margin. 

The increases in salaries of referees authorized by the Judicial Conference were 
not in the nature of a horizontal increase but represented decisions based upon 
consideration of the conditions in each particular case. That the action of the 
Judicial Conference was conservative is shown by the fact that in the report of 
the House Committee on the Judiciary upon the bill (H. Rept. No. 2321, of the 
82d Cong.), the cost of the increases permitted by the law was estimated at 
$200,600 per annum (p. 2 of the report) whereas the total of the increases author- 
ized by the Judicial Conference upon an annual basis is estimated, as stated, at 
around $180,000 a year. The supplemental appropriation of $134,000 granted 
by the House to defray the cost of the increases in the current year is necessary 
to do justice to the referees and to fulfill the intent of the Congress expressed in 
the recent law. 

For the reasons stated I hope that your committee will report favorably on 
the supplemental appropriations for the courts contained in the pending bill as 
passed by the House, and that they will be enacted. The added funds are vital 
for the proper service of the courts in the current year. 

Respectfully submitted. , 

Henry P. CHanpLer. 
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DEPARTMENT OF COMMERCE 


STATEMENT OF HON. WALTER WILLIAMS, UNDER SECRETARY OF 
COMMERCE, ACCOMPANIED BY OSCAR H. NIELSON, DEPUTY 
DEPARTMENTAL BUDGET OFFICER, F. B. LEE, DEPUTY ADMINIS- 
TRATOR, CIVIL AERONAUTICS ADMINISTRATION, AND ARVIN 
O. BASNIGHT, BUDGET OFFICER, CAA 


Chairman Bripces. We will now hear frora the Commerce Depart- 
ment. I would like to greet you in your first appearance before the 
Appropriations Committee. We have a letter from Secretary Weeks, 
which we will make a part of the record. Then you may proceed, if 
you will, to give us an outline of your general request. 

(The letter referred to follows: ) 


THE SECRETARY OF COMMERCE, 
Washington 25, February 21, 1951. 
Hon. Sry.es BRIDGEs, 
Chairman, Senate Appropriations Committee, 
United States Senate, Washington 25, D.C. 


Dear Senator: Reference is made to H. R. 3053, the second supplemental 
appropriation bill for 1953, as reported to the House on February 16, 1953, and to 
{eport 46 which accompanied it. 

You will appreciate that the supplemental estimates of fiscal 1953 requirements 
for the Department of Commerce transmitted in House Document 62 on January 
10, 1953, were a portion of my heritage from the prior administration. The 
Department was requested to appear at hearings before the House subcommittee 
on February 4, 1953, and I and my immediate assistants had had little or no 
opportunity for review of the pending items. However, during the course of the 
hearings and in a matter of days following, such a review was given and there was 
provided for the House subcommittee evidence of approval of certain items for 
inclusion in the hearings record and to be found on page 71. In this connection 
you will note that due to lack of time for adequate review, the $15,000,000 item 
for new-project construction in the access-roads program was withdrawn. I 
wish to call to your attention that there have been received and examined resub- 
mitted proposals and I am requesting consideration of this item. Since the 
appearance of the Department’s witnesses before the House subcommittee, 
there have been additional developments with respect to the printing costs of the 
Patent Office and there is also herewith for your consideration an amended 
estimate on the basis of the latest information concerning Government Printing 
Office rates for Patent Office work. 

There is attached a schedule presenting the detail of the $216,235,000 trans- 
mitted in House Document 62, the amounts as reviewed by February 9, 1953, 
the amounts as reported to the House, and amendments requested herein. 

Of the total of $214,880,000 requested, $196,500,000 is required for liquidation 
of prior contract authorization. The amounts provided for liquidation by the 
House report are in the amounts requested and appear satisfactory. 

The program authorizations for the Federal-aid airport program of the Civil 
Aeronautics Administration, providing grants-in-aid to local airport sponsors, 
have been authorized by the Congress for $94,700,000 in the form of contract 
authority. The amount of $61,000,000 has been appropriated for liquidating 
obligations incurred under this authority. In this fiscal year, $29,910,790 is 
available for expenditures which are estimated at $33,374,505. This estimate 
is based on experience realized. During the first 5 months of this year, the average 
monthly expenditure was at the rate of $2,745,000. Projecting this rate through 
June 30, 1953, and allowing for an increase in the rate, consistent with prior years 
experience, a total expenditure of $33,374,505 is estimated. In order that funds 
may be available to meet authorized expenditures, an additional $3,500,000 is 
required to supplement the $29,910,700 already appropriated. 

The supplemental estimate of $185,000,000 for Federal-aid highways is necessary 
because the Bureau of Public Roads has no funds to reimburse the States for the 
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Federal share of work done on approved projects The appropriati for f a 

ar 1953 of $325,000,000 was exhausted in meeting State claims near t end of 
December. As of February 20, Publie Roads was holding unpaid vouchers from 
the States for more than $55,600,000. Favorable weather for highway construction 
extended unusually late into the fall over most of the country Expenditures 


made to date plus vouchers on hand total $377,000,000. Estimated expenditures 
for the remainder of the vear amount to §$133,000,000 or a total of $510.000.000 
or the fiseal year. To make the necessary payments to the States, a supplementa 
estimate of $185,000,000 will be required 

The sum of $8,000,000 carried in House Report 3053 for access roads provides 
for liquidation of obligations authorized by the act of October 16, 1951. This act 
rT wided authority for enterine into contracts of not to exceed $18,000,000 


} - 


Che Bureau of Public Roads has entered into contracts for the full amount of the 
contractual authority The sum of $10,000,000 was appropriated for liquidatior 
of these contracts in the Department of Commerce Appropriation Act for 

eurrent fiseal vear The remainder of the unfinanced contract authority of 
$8,000,000 is requested as a supplemental item. This amount is necessary to pay 


forthe work being done on projects under contract 
There are herewith in the form of amendments to House Report 3053 as reported 
to the House, requests for restoration of the reduction of $750,000 in the establish- 
ment of air navigation facilities item for Wake Island rehabilitation; revision of 
the printing requirements estimate of the Patent Office in the amount of $30,000; 
and access roads projects in the amount of $15,000,000 
I should call to your attention that the estimate of $4,600,000, as transmitted 
in House Document 62, for Wake Island rehabilitation was carefully reviewed 
by my immediate assistants. The amount of $3,250,000, as revised by the 
Department, represents the minimum requirements for Department of Com- 
merce installations. In view of this, I urge your favorabie consideration for 
restoration of the $750,000 reduction of this item by the House committee 
Representatives of the Civil Aeronautics Administration, the Patent Office, 
and the Bureau of Public Roads will be available to present to your committee 
such additional statements and justifications with respect to the details of these 
estimates as you may require. 
Sincerely yours, 
SINCLAIR WEEKS, 
Se ecretaru of Clam merce 


Estimates of supplemental requirements fiscal year 1953 
~ I i d 








H. Doc. 62 | Revised by | Reported t Ar 
the Secretary the House “quest 
Civil Aeronautics Administration 
Establishment of air navigation facilties $4, 600, 000 $3, 250, 000 $2, 500, 000 $3, 250, 00 
Federal-aid airport program (liquidation) 3, 500, 000 500, 000 3, 500, 000 500, OOK 
Patent Office: Salaries and expenses 135, 000 100, 000 100, 000 130, O06 
Bureau of Public Roads 
Federal-aid highways (liquidation 185, 000, 000 185, 000, 000 185, 000, 000 185, 000, 000 
Access roads 
I quidation 5, O00, OOO S, 000, OOO 8, 000, DOO &, O00, OOO 
New program 15, 000, 000 15, 000, 000 
Total 216, 235, 000 199, 850, 000 199, 100, 000 214, 880, 000 


Crvit AERONAUTICS ADMINISTRATION, ESTABLISHMENT AIR NAVIGATION 
FACILITIES 


(House bill, p. 4) 


(House hearing, p. 59) 


Estimate $3, 250, 000 
House allowance (a reduction of $750,000 in the estimate 2, 500, 000 


AMENDMENT REQUESTED 


The Department requests the following amendment: 
(1) Page 4, line 15, strike out, “$2,509,000” and insert $3, 250,.000’’. The 
revised estimate, or an increase of $750,000. 
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EXTRACT FROM HOUSE REPORT 
(P. 7) 


‘Establishment of air navigation facilities—In September 1952, a typhoon de- 
stroyed or damaged certain air-navigation facilities and community service facili- 
ties on Wake Island, the principal intermediate point on the central Pacific air 
route for commercial and Korean airlift traffic.” 

House Document No. 62 contained a request for $4,600,000 for the rehabilita- 
tion of these facilities. This request was reduced to $3,250,000 by the new 
officials of the Department of Commerce. The committee recommends $2,500,000 
which should provide for the restoration of the air-navigation facilities and the 
most necessary community facilities. 


JUSTIFICATION 


Restoration of the estimate of $3,250,000 for Wake Island facilities, which was 
reduced $750,000 by the House, is urged. The $3,250,000 request is based on 
plans for restoring facilities required for the services of the Civil Aeronautics 
Administration, Weather Bureau and Coast Guard at a cost of $3,032,100, and 
in the interest of economy and efficiency, installing power, water, and sewerage 
ystems capable of serving all inhabitants of the island at a cost of $217,900. 
For these utilities fees would be collected and deposited in the United States 
lreasury and it is estimated that they will provide revenues of $140,000 annually 

Specifically, the House reduction of $750,000 will (1) reduce the power, water, 
and sewerage facilities so that only Government employees can be served, elimi- 
nating those portions of the utility system from which revenues would be derived, 
(2) eliminate the commissary which serves to refrigerate and store food supplies, 
(3) eliminate office space for Civil Aeronautics Administration, Weather Bureau, 
and Coast Guard personnel, (4) eliminate two of three necessary warehouses, and 
(5) eliminate needed shop buildings and heavy-equipment storage shed. 


Due to the high cost of transporting employees and materials to the location, 
it is important that all work the Government intends to accomplish at Wake 
Island be performed at one time. Future-year construction of those items 
eliminated by the House would therefore be far more costly than if accomplished 
now 

There follows a table indicating the effect of the House reduction on the items 


reque sted: 











Reduced estimate Original estimate 
Proje 
mbhe ouse he 
ny ll t Amount en a —— Amount 
H pow } l $12. 000 $1, 200 1 | $13, 200 
cable rsé 1eronautical 
ur t tat 53, 000 200 | 53, 300 
vster 40. O00 13,900 | 3, 900 
Water svster 500. 000 1 164, 000 | 664, 000 
Sewerage syste! 175, 000 1 50, 000 | 225, 000 
Fire station l 65, 000 14, 000 1} 79, 000 
Dispenssry and nurse juarter l 82, 000 7 8&2, 000 
Mess hell 1 76, 000 9, 300 1 | 85, 300 
Post office, s1 tore p, and community 
buildir 6, 000 1 | 6, 000 
Open-air theater 9, 400 1 | 9, 400 
( missary 121, 500 1 |} 121, 500 
V arehouse 56, 000 123, 000 3 179, 000 
Harbor fecilitic 72, 000 —19, 000 53, 000 
Shop Idir ul torage shed 159, 000 159, 000 
Office Iding 76, 000 l 76, 000 
Terminal build ep mnily 10, 000 1 10, 000 
I q for ( Aeronautics Admin- 
, ther Bureau employees 07 1, 263, 000 31, 400 97 1, 294, 400 
Site grading at tchment-area surfacing 96, 000 96, 000 
lotal 2, 500, 000 750, 000 3, 250, 000 


Utilitic thers, totaling $217,900. 
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SALARIES AND EXPENSES, PATENT OFFICE 
(House bill, p. 5) 


(House hearings, pp. 71, 80-82) 


Estimate (H. Doc. 62) $135, 000 
tevised estimate (p. 71, House hearings) 100, 000 
House committee allowance 100, 000 


AMENDMENT REQUESTED 


The Department requests the following amendment: 
Page 5, line 4, strike out ‘$100,000” and insert ‘$130,000’, or an increase 
of $30,000. 
EXTRACT FROM HOUSE REPORT 


(P. 7) 


“The bill includes $100,000 additional for this item in order to meet increased 
charges for printing and reproduction by the Government Printing Office. The 
amount recommended is a reduction of $35,000 in the budget estimate and 
represents the revised request of the new Department officials.” 


JUSTIFICATION 


Since the appearance of the Department’s witnesses before the Subcommitte 
of the House Committee on Appropriations on February 5, the Publie Printer 
has announced, by letter of February 16, 1953, to the Patent Office, that further 
price adjustments have been made on the printing of patent and trade-mark 
material. These price revisions affect material printed for the months of Decem- 
ber 1952 through June 1953 The net effect of these additional price changes 
has been to increase by another $30,000 the printing costs which will have to 
be met during the current fiscal year to insure that serious disruptions in the 
orderly issue of patents and trade-marks will not occur. 


BuREAU OF PuBLIc Roaps, Access Roaps (Act or SEPTEMBER 7, 1950 
(House bill, p. 5) 


(House hearings, pp. 92—98 


Supplemental estimate: 


New obligational authority $15, 000, 000 
Liquidation of contract authority - . 8, 000, 000 
Total , P : 23, 000, 000 
House allowance: Liquidation of contract authority (a reduction of 
$15,000,000 in the estimate) - ——-- Wilk ss tiie ‘ 8, 000, 000 


AMENDMENT REQUESTED 
The Department requests the following amendment: 


Page 5, line 15, strike out: ‘for liquidation of obligations incurred pursuant to 
the contract authority granted by the act of October 16, 1951 (65 Stat. 422), 
$8,000,000, to remain available until expended.’’, and insert: ‘‘, to remain available 
until expended, $23,000,000, of which $8,000,000 is for liquidation of obligations 
incurred pursuant to the contract authority granted by the act of October 16, 
1951 (65 Stat. 422).’’, the estimate, or an increase of $15,000,000. 





EXTRACT FROM HOUSE REPORT 


‘“‘Access roads (act of September 7, 1950)—The committee receivea testimony 
concerning the request of $23,000,000 for this item as contained in House Docu- 
ment No. 62. Upon request of the committee the following information was sub- 
mitted by the Under Secretary for Transportation of the Department of 
Commerce: 


9999R 53 9 
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The amount of $23,000,000 for access roads, as previously transmitted, was 


made up, of $8,000,000 for liquidation of contract authorization and $15,000,000 
for certified access roads projects. The $8,000,000 for liquidation is approved 
and included herein I cannot approve at this time the $15,000,000 ‘for new proj- 
ects The Commissioner of Public Roads suggested that this estimate be with- 


drawn pending further review of the certified projects.’ 
“In view of the above information the committee recommends $8,000,000 for 
this item, which is for the liquidation of prior contract authorizations.” 


JUSTIFICATION 


The estimate of $15,000,000 for new access road projects was not reeommended 
by the House Appropriations Committee pending further review of the projects 
that had been certified This review has now been made and it is requested that 
the estimate for new obligational authority of $15,000,000 for access roads be in- 
cluded in the s ippl mental bill, H. R. 3053. 

Available funds for the improvement of access roads to defense reservations and 
installations and to sources of strategic raw materials are exhausted except for a 
reserve for contingencies. No funds are available to provide for the improvement 
of projects that have been certified by the Secretary of Defense or other officials 
designated by the President requiring approximately $23,500,000 of access road 


funds Also, funds are not available for access road projects that have been in- 
vestigated in the field and referred to appropriate certifying agencies for action. 
These projects are estimated to require $5,700,000 of access road funds. At the 


request of the Defense Department, Atomic Energy Commission, Defense Mate- 
rials Procurement Agency, or the Forest Service, new projects are continually being 
investigated At present, investigations are under way at 139 installations. 
The following tabulation indicates the status of the access road program as of 
February 9, 1953. 


p State or Federal-aid! Access road 
Total cost 





other funds funds | funds 
Certified 
Financed $33, 381, 032 | $2, 179, 708 $825, 139 37 
Unfinanced 36, 395, 916 6, 807, 245 6, 107, 990 23, 480, 681 
Total 69, 776, 948 &, O86, O53 6, 933, 129 53, 856, 866 
Referred for certificatior 7, 901, 825 1, 129, 900 1, 060, 500 5, 711, 425 
Grand total 77, 678, 773 10, 116, 853 7, 993, 629 | 59, 568, 291 
Does not include field investigations currently being made at 139 installations 


Highway transportation is a vital part of defense activities. It is essential to 
both the development and operation of new or enlarged defense installations that 
adequate access roads be provided. The supplemental estimate of $23,000,000 
of which $8,000,000 is for liquidation of contract authority will provide for about 
one-half of the projects that have been certified or referred for certification. 

Mr. Wiuutams. Thank you very much, Mr. Chairman. I am 
happy, of course, to have the opportunity of meeting with these 
gentlemen here for the first time and to give some supplemental 
information to that which you already have. The Secretary’s letter 
outlined in summary the details of our supplemental requirements. 


Bureau or Pusric Roaps 
ACCESS ROADS 


I should like to call your attention again to the circumstances in- 
volved in our presentation at this time of the $15,000,000 for access- 
roads projects, as well as the latest developments in connection with 
Government Printing Office charges for Patent Office work. 
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The circumstances with respect to the withdrawal of the $15,000,000 
for certified access-roads projects appear on page 8 of House Report 46 
as follows: 

Access roads (act of September 7, 1950): The committee received the testimony 
concerning the request of $23,000,000 for this item as contained in House Docu- 
ment 62. Upon request of the committee the following information was submitted 
by the Under Secretary for Transportation of the Department of Commerce 

The amount of $23 million for access roads, as nreviously transmitted, was made 
up of $8 million for liquidation of contract authorization and $15 million for 
certified access-roads projects. The $8 million for liquidation is approved and 
included herein. I cannot approve at this time the $15 million for new projects. 
The Commissioner of Public Roads suggested that this estimate be withdrawn 
pending further review of the certified projects 

The projects involved have been reviewed in view of the budget 
policy contained in Mr. Dodge’s letter of February 3 and the Depart- 
ment is requesting at this time consideration of $15 million. 


PATENT OFFICE 
INCREASE IN PRINTING COSTS 


On February 5, when representatives of the Patent Office appeared 
to present supplemental requirements for increased printing costs, 
there was presented an estimate, revised by the Department, on the 
basis of information on printing prices as provided by the Government 
Printing Office on April 9, 1952. I should call to your attention that 
by letter of February 16, 1953, the Patent Office has been advised of 
rates in excess of those on the basis of which the estimate was prepared. 
The Department requests that there be considered supplemental 
requirements of $130,000 for this item which was reported to the 
House at $100,000. The $30,000 amendment is due entire ly to the 
effect of the difference in the rates in the Government Printing Office 
letters of April 9, 1952, and February 16, 1953. 


Civit ABRONAUTICS ADMINISTRATION 
REHABILITATION OF WAKE ISLAND FACILITIES 


The Department is also appealing the House committee allow- 
ance for the appropriation “Establishment of air navigation facilities, 

Civil Aeronautics Administration.’”’ This item was originally sub- 
ei in House Document No. 62 in the amount of $4,600,000 
to cover the estimated cost of rehabilitating Wake Island facilities 
destroyed by a typhoon. During the course of the hearings the 
Department reviewed the original presentation and reduced the 
estimate to $3,250,000, the amount required to provide the mini- 
mum essential Commerce facilities at Wake. The House com- 
mittee approved $2,500,000, and we are here today to request the 
full amount of our revised estimate, an increase of $750,000 over 
the amount approved by the House committee. 

Representatives of the Civil Aeronautics Administration, the 
Patent Office, and the Greer of Public Roads are available to 
provide the committee with such additional information as may 
be desired concerning these requests. 

Chairman Brinces. Did the House explain the reduction? 
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Mr. WituraMs. | did not happen to attend that hearing, Senator, 
but there is a statement in which the different items were covered. 


REASON FOR REQUEST FOR RESTORATION 


Senator McCarran. What was that statement in general? Do 
you have a general conception of what that statement was that 
you could give us at this time? That is, the reasons for reduction? 

Mr. Nrexson. The committee report, Mr. Chairman, which refers 
to the Wake Island facilities, said that in September of 1952 a typhoon 
destroyed or damaged certain air navigation facilities and community 
service facilities on Wake Island, the principal intermediate point on 
the Central Pacific air route for commercial and Korean airlift traffic. 
House Document No. 62 contained a request for $4,600,000 for the 
rehabilitation of these facilities. This request was reduced to 
$3,250,000 by the new officials of the Department of Commerce. 
This the committee recommends be $2,500,000 which should provide 
for the restoration of the air navigation facilities and the most neces- 
sary community facilities. 

Chairman Bripcss. In other words, their statements are very 
general? 

Mr. Nrevson. They are very general. 

Mr. Wiiuiams. We have with us here the head of the CAA who 
can answer any questions as far as the details are concerned that the 
committee may desire. 

Then we also have the Commissioner for Public Roads, and we have 
the Commissioner of the Patent Office, so that anything with respect 
to those two items may also be inquired into. 

Chairman Brings. Suppose we start with the Commissioner of 
Public Roads, and see if there are any questions of the committee. 

Mr. Nieison. Mr. Chairman, if 1 may, we have Mr. Lee here, the 
Deputy Administrator of CAA, and if we could start with the CAA 
it would be helpful. 

Chairman Bripces. We will start with the CAA. 


POSSIBILITY OF RECURRENCE OF DISASTER 


Senator McCarran. I would like someone during the course of the 
discussion to advise the committee as to whether or not the restoration 
of these facilities on Wake Island will not result in another calamity 
such as befell Wake Island in the not far distant past, and how often 
we are going to have to repeat this with Wake Island. I think some- 
one should be able to tell the committee something about that. 

Chairman Bripees. Mr. Lee, will you give us your views on this 
subject? : 

Mr. Ler. Mr. Chairman, the new construction which is planned 
here is virtually typhoonproof construction. During the last typhoon 
we had a few buildings installed to house new transmitters, and 
new receivers, and other equipment like that. These buildings were 
constructed of coral concrete blocks. They were virtually undamaged 
by the typhoon. The type of construction which we are planning 
for the new facilities will be the same as that which withstood the 
last typhoon, and we expect them to be really permanent in all tvpes 
of weather 
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Senator McCarran. What is there about this figure of the House 
that will not meet your requirements? 


COMMUNITY FACILITIES 


Mr. Ler. There are two principal items which cannot be accom- 
plished under this lower figure. One is community facilities. That 
is power, sewage, and water supply. The plan has been to make 1 
source of power and 1 source of water, and 1 common sewaye system 
which would be available to all users on the island. 

Senator McCarran. How much of this is addressed to housing 
for the inhabitants of the island? 

Mr. Lex. Senator, there are no native inhabitants of the island. All 
of the complement there is either civil or military, brought there for 
the purpose of operating the base, and servicing the aircraft which 
pass through there. 

Senator McCarran. How much of this is addressed to the civil 
population connected with the facilities? 


POPULATION OF WAKE ISLAND 


Mr. Ler. The estimates will provide housing only for CAA and 
Weather Bureau personnel. There are approximately 138 people 
located there at the present time, and the total amount is $1,294,400. 

Senator McCarran. I do not want to monopolize this, but I would 
like to pursue it a little further, if you do not mind. 

Chairman Brings. Go right ahead. 

Senator McCarran. How many do you have there who are in CAA, 
civilians? 

Mr. Leer. Civilians, approximately 100; just over 100 people. 

Senator McCarran. And they occupy how many houses or places? 

Mr. Lex. There are to be 97 housing units; that is including bachelor 
quarters. 

Senator McCarran. How many did they occupy in the past, now, 
the CAA civilians? 

Mr. Ler. Approximately the same number. The housing units 
which they did occupy were wartime temporary housing, which was 
virtually falling down at the time of the typhoon. 


NEED FOR PERSONNEL 


Senator McCarran. Why do you need 100 people in CAA on Wake 
Island? 

Mr. Ler. That is the principal communications center for the 
central Pacific, sir, and it is the main refueling and servicing stop for 
both military and civil aircraft. It is the hub of both civil and 
military air operations there. The activities connected with the 
Korean airlift account for a large proportion of the total, but the 
Island is also a base for Pan American Airways, Trans-Ocean Airways, 
and Philippine Airlines. 

Senator McCarran. Pan American has its own employees, does it 
not? 

Mr. Ler. Yes, sir, and they will provide their own housing. 

Senator McCarran. They provide their own living quarters, do 
they not? 
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Mr. Ler. Yes, sir. 

Senator McCarran. So that we are not interested in that par- 
ticularly. 

Mr. Ler. That is correct. We are interested merely in providing 
the utilities which they would pay for on a proportionate basis. 

Senator McCarran. I would like someone to tell us why you cannot 
get along with the House figure, somewhere during the course of the 
discussion. That is what I am interested in, 

Mr. Ler. The House figure of $2,500,000 cloes not provide for the 
community facilities which we think should be provided by the 
Government and paid for by the users, so that we have 1 source of 
water, 1 catchment area, and | Sewage system. Also, the House 
figure does not provide for Government warehouses necessary to store 
the supplies which are necessary to operate the base. It does not 
provide for a commissary to serve the people there. The reduced 
firure whi h was presented to the House of $3,250,000, was approxi- 
mately $1,350,000 under the original estimate submitted, and we fee] 


that this total amount is necessary to provide the facility which is so 
important to transpacific air Operations, 


AMOUNT RI QUESTED 


Senator McCarran. How much did you ask of the Budget Bureau? 

Mr. Ler. $4,759,000. 

Senator McCarran. And you attempted to convince them that 
that amount was necessary, did you not? 

Mr. Ler. Yes, sir, and the amount of $4,600,000 was transmitted 
by the Bureau of the sudget to the Congress. 

Senator McCarran. Thank vou. 

Chairman Bripaes. Now, Mr. Lee, I would like to ask you, are 
there any funds in this Wake Island item for the construction of any 
units which are not to replace damaged units? 

Mr. Ler. There are hone, sir. This is to take care of units which 
were virtually destroyed, comparable units of the wart ime-construction 
variety. 

Chairman Bripgers. This is to replace existing units which were 
destroyed by the hurricane, and you propose to build them in such a 
way that they are comparable to the buildings or the units that with- 
stood the hurricane? 

Mr. Ler. That is correct, sir. There is one significant change, that 
is our plan for building these community sewage and water and power 
facilities. Otherwise. the individual users would have to build sepa- 
rate sewage-disposal plants, Separate catchment basins, and separate 
power units. 

Now, we expect to charge the users for these facilities. We esti- 
mate the receipts at around $140,000 a year, which will be the propor- 
tionate share of the civil users’ cost. We feel that the only way to do 
this is to have one common utility system for this smal] island, rather 
than separate utility systems. ‘This will. as I say, be completely 
charged for, including amortization, to the civil users. 

Chairman Bringxs. Now, are there any questions of Mr. Lee? 
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AMOUNT FOR LIVING QUARTERS 


- Senator Dirksen. In this item you have about $1,290,000 for living 
quarters, is that right? 

Mr. Leg. That is right. 

Senator Dirksen. That will take care of how many units? 

Mr. Lex. That will take care of 138 individuals, now, using 97 units 

Senator Dirksen. And that will be how much per unit? 

Mr. Ler. The 2-bedroom house costs $24,800, and the 3-bedroom 
house costs $26,950. The costs in the islands are considerably higher 
naturally than domestic costs due to the problem of transportation 
of material and construction crews. 

Senator McCarran. I did not catch the question of the Senator from 
Illinois, as to the cost per unit. Was that the gist of the question? 

Senator Dirksen. Yes, that is right. 

Mr. Ler. The 2-bedroom house is $24,800, and a 3-bedroom house 
is $26,950, and bachelor quarters which will house 8 men, $23,250. 

Senator Tuyr. There will be 1 unit having 8 bedrooms in it for each 
individual, or will it be a dormitory type? 

Mr. Ler. It will be four bedrooms. 

Senator Tuyz. Two men to a bedroom. 

Mr. Ler. That is correct. 

Senator Tuyxr. Does this include the sewerage, and the utilities, or 
are they separate from these costs? 

Mr. Ler. The utilities are separate, and it does include local bath 
facilities and furniture. 

UNIT COST 

Senator Ferauson. What is the cost of utilities? That is per unit? 

Mr. Ler. Well, we have a common estimate here for the entire 
island. 

Senator Fmerauson. What is it per unit? 

Mr. Lexx. | will have to furnish that for the record. We have not 
broken it down by the unit. 

Senator Frerauson. Would it run $1,000 per unit? 

Mr. Lex. | would think that that might approximate it, sir. 

Senator Frracuson. How much local labor are you going to use 
there? 

Mr. Ler. There is no local labor there, sir. There are no inhabi- 
tants of Wake Island as such. 

Senator Ferauson. None that you can get from any of the other 
islands? 

Mr. Ler. No; a lot of the labor comes from Honolulu, and there 
are some Polynesians, Melanesians, and Filipinos that come from the 
other direction. 

Senator Frereuson. That is what I am talking about. Do you use 
any of those? 

Mr. Ler. Yes, there are Filipinos on the island at present to use 
as laborers. We attempt to use the labor from as close by as possible 
there, but there are no inhabitants of that island. 

Senator Maanuson. You have to pay their transportation cost 
back and forth, or you do not get them, is that not correct? 

Mr. Ler. That is correct. 
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Senator Dirksen. Since this is a high-wind area, I presume these 
are one-story structures, are they not? 

Mr. Ler. That is correct. 

Senator Dirksen. And they use cinder block, the same as you will 
for the official buildings out there? 

Mr. Ler. Yes, it is a block which they make out on the islands, 
and it is a coral concrete block which resembles cinder block, but they 
use local materials. 

Senator Dirksen. Now, then, what is the status of this operation 
at the present time, if rehabilitation has not gone on? 

Mr. Ler. As stated in our estimates, sir, we diverted $2,500,000 
with the approval of the Bureau of the Budget from our regular 
“Establishment of air-navigation facilities” appropriation, fiscal year 
1953, by deferring certain essential projects for domestic construction. 


ESTIMATED ANNUAL REVENUES 


Senator Dirksen. I see you have estimated annual revenues in 
excess of about $400,000 a vear. 

Mr. Ler. I can give you the exact figures. 

Senator Dirksen. That is landing fees and charges, and services 
and so forth. 

Mr. Ler. The revenues are estimated at $384,540. 

Senator Dirksen. What are the revenues now? Is that a con- 
tinuing income at the present time? 

Mr. Ler. We get the revenues from landing fees at the present 
time, sir, and we do not have community facilities, and consequently 
the Government gets no return on that. 


COMMISSARY CONSTRUCTION 


Senator Dirksen. You have an item of $120,000 for commissary. 
Is that for construction or commissary inventory? 

Mr. Ler. That is construction. 

Senator Dirksen. It looks like a substantial amount, I would say. 

Mr. Ler. Well, it is; they have to store a substantial amount of 
food there. It is not on a regular shipping route, and the supply 
ships only come in there at wide intervals. So that they do have to 
have a substantial storage area there. 

Senator Dirksen. I have no further questions, Mr. Chairman. 

Chairman Bripces. Any further questions? 

Senator Frereuson. Is this all going to be committed in the next 
few months, up to June 30? Why do we have to appropriate all of 
this money right now? 

Mr. Ler. It will be committed immediately; and, in fact, Senator 
Ferguson, on these funds which have been diverted from the EANF 
appropriation, the contract has already been entered into for approxi- 
mately $1,700,000 

Senator Ferevson. This is all done, and now you come up to Con- 
gress and say, “Well, the contracts have been let for this amount of 
money per unit, and all you have to do is to give us the money.”” Is 
that what has happened? 

Mr. Ler. Not exactly, sir. We went ahead 

Senator Fercuson. What did happen? 
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Senator McCarran, What is the EANF? 

Mr. Lee. That is the “Establishment of air-navigation facilities,” 
the title of the appropriation from which funds were diverted. We 
went ahead with the minimum essentials immediately to keep people 
there. The people on the island are living in tents and under almost 
impossible conditions, and the facilities on the island, as vou will see 
from the photographs which have been submitted, were almost com- 
pletely destroyed. 

Senator Fercuson. I knew something about the island before it was 
destroyed. 

Mr. Ler. The photographs will show that almost everything was 
destroyed, and we felt it was essential that we take immediate steps 
to go ahead with the minimum housing facilities. Now, this does not 
create a total usable facility there. 

Senator Fercuson. With what you are asking now? 

Mr. Ler. With what we are asking now it does; yes, but what we 
have gone ahead with is merely the housing. 

Senator Fercuson. Did you let the contract for this money, and 
is this already contracted for? 

Mr. Ler. No, sir. 

Senator Fereuson. Have you committed all of this money before 
you came up here and asked for it? 

Mr. Ler. No, sir; we have not. 


») 


CONTRACTS LET 


Senator Feracuson. What contracts have you let? 

Mr. Ler. Contracts for about $1,700,000 for essential housing, and 
that is all. 

Senator Fereuson. And what is this amount? 

Mr. Ler. The amount of $3,250,000 is being requested, sir. 

Senator Fercuson. What will these people that are occupying this 
station work at? 

Mr. Ler. There are communicators who handle the transpacific 
and air-ground communications. 

Senator Fercuson. That is for some private airlines? 

Mr. Ler. No, sir; that is for the military, for all aircraft flying 
through there. 

Senator Ferauson. Do they not have also a private landing field 
there, and they take the commercial planes there? 


FACILITIES AT WAKE ISLAND 


Mr. Ler. There is one landing strip on Wake, which serves all 
aircraft, military and civilian. Then we have traffic controllers. 
There is a combined airport and air-route traffic-control facility there 
which handles all of the transpacific traffic. There are maintenance 
technicians to keep the electronics equipment in shape. There are 
Weather Bureau employees, and we have included in our estimate 
housing for Weather Bureau employees, who man the first-class 
Weather Bureau station on the island. Those are four groups of 
employees who provide services at Wake, and the principal ones. 

Senator Fercuson. How many people do you anticipate will be 
living on the island? 
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Mr. Ler. We have 138 employees there at the present time. 

Senator Fercuson. Is that the number that you anticipate? 

Mr. Lex. In the post-Korean situation, we would expect that 
possibly 30 percent less than that will be required. However, we are 
not building facilities for that 30 percent. We are having the bache- 
lors double up, for instance, and we are not building more than we 
expect to need for the long-term requirement of the island. 

Senator Macnuson. How are your private passengers handled now, 
coming on Pan American or PAL? 

Mr. Ler. Before the typhoon, sir? 

Senator Maanuson. They had the “ir own little place, did they not? 

Mr. Lee. Yes, and the airlines or private capital will have to put 
in facilities for handling passengers in the future. There are no 
funds in here for handling passengers. 

Senator Maanuson. This is a minimum for the amount of people 
you expect to have there so that, if a commercial plane was stuck at 
Wake, which often happens, they have to build their own facilities; 
is that not correct? 

Mr. Lee. They have to build their own housing and messing 
facilities 

Senator Tuyr. If the House figure stands, or the House estimate 
stands, what will have to be reduced in the general plan that you have 
outlined? 

Mr. Lee. I have a detailed statement here which I could furnish 
the committee 

Senator Toye. Just briefly. 

Mr. Ler. The principal items are the reduction in the utilities 
which we had hoped to furnish for all users there on a pay-as-you-go 
basis, and a cutback in the warehouse for storing Government equip- 
ment, the shops for maintaining Government equipment, and in the 
commissary which supplies the families with food and necessities 
out there. 

Senator Taye. Is your commissary which you are now planning to 
construct of the same square footage of space as the old one, or will it 
be increased over the old one? 

Mr. Ler. It is a bit smaller than the surplus buildings being used 
as a commissary before it was destroyed. 

Senator Tuye. Were all of the old surplus buildings used for 
commissary purposes, or were you just using a section of the old one? 

Mr. Ler. Well, I think it was an old quonset hut, or a series of 
quonset huts which had fallen down. 

Senator Tuyr. Did you use all of them, or were they just assigned 
to that commissary division, at the time that they were destroyed? 
You referred to them as surplus, and therefore | am assuming they 
were surplus, and were you using all of them for commissary purposes, 
or were they just assigned to that division, and were you using a fourth 
or a half of them? 

Mr. Les. We were using almost all of the buildings that were still 
tenable. By use of the word “surplus,” I meant they were surplus to 
military needs. 

Senator Turn. That is why they were assigned to the commissary 
use, and for commissary use? 


Mr. Ler. Yes, sir. 
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Senator Ture. That is what led me to ask you the question, were 
you using all of them, or were they just assigned to you. 
~ Mr. Ler. We were using all of them that were tenable. 

Senator Tuyr. That is the only question I have. 


COST OF CORAL BLOCKS 


Senator Frracuson. Have you had someone go over all of these 
figures on the cost of making these blocks and the per diem pay of 
labor and management and so forth? 

Mr. Lex. Yes. 

Senator Frrauson. Is this done on a cost plus basis or are they let 
contracts? 

Mr. Ler. This is a let contract basis for the most part. Some work 
is done by force account. 

Senator Fercuson. Have you gone over these contracts to see the 
costs of making these blocks out of coral at all? 

Mr. Ler. Our ninth regional office in Honolulu has monitored these 
estimates very carefully, and I will say that on the essential portion 
that we have gone ahead with, the contract cost was almost exactly 
what the estimate was. 


COST OF BUILDING HOUSES 


Senator Ferauson. That often happens, but that does not say that 
either one is right. We have this same problem at Okinawa, the build- 
ing of houses, and we had it in Alaska, and they said $48,000 was a 

easonable amount, and it came down, I would say, to half, and then 
fin ally they took out the frills and the special parts and so forth. Now, 
have you gone over these to see what can be done to cut these costs? 

Mr. Ler. Yes, sir; these are really bare minimum houses. 

Senator Fercuson. I realize you say it is bare minimum; $26,000 
for a two-bedroom place made out of cinder blocks, and that is a bare 
minimum. Have you gone over the figures with people who should 
know what the costs are? 

Mr. Len. Yes, sir, and in fact, I have here with me the Director of 
the Office of Federal Airways who has personally been out there, and 
reviewed the whole situation. 

Senator Ferauson. What does he know about the costs of building 

house. He could be that Director, but what does he know about 
the cost of building houses? That is what I want to get at. 

Mr. Lee. He has been supervising all of our construction activities 
for a period of years, sir, and we have comparable figures in Alaska, 
and other areas, which give us some basis for determining what is 
sound and what is actually the fair cost to the Government. 


RENTAL CHARGE 


Senator Frrauson. What will you charge for rentals in these 
places? What return will you get on the cost? 

Mr. Ler. The rental approximates $35 per month. 

Senator FErGyson. $35 per month? 

Mr. Len. Yes, sir. 


Senator Fereuson. In a $26,000 building, is that right? 
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Mr. Ler. Yes, sir. 

Senator Ferauson. What percentage of income is that? 

Mr. Les. | do not know whether I understand your question, 
Senator. 

Senator Frercuson. I am trying to get this: You are going to 
charge the man who works for the Government rent, and you are 
building the building that he might live in. Now, what return are 
you going to get for the Government on the cost of the construction? 

Mr. Ler. Well, at $35 per month, sir, if it amounts to $420 a year, 
which is about 2 or 3 percent of the cost 

Senator Feracuson. That will not cover the depreciation, will it? 

Mr. Ler. Well, sir, it might cover the depreciation, but it will not 
cover anything more than that. 

Senator Ferauson. It will not cover really the depreciation, will 
it, from your experience? 

Mr. Ler. We expect these buildings to last a long period of time, 
and the depreciation could be spread over a long period of years. 

Senator Fercuson. Then do you have rental agencies out there? 
Do you have to have management and all of that? 


ISLAND MANAGER 


Mr. Lex. No, there is an island manager, sir, who is in general 
charge of the island, and he is the chief Government officer there 
supervising all our activities. 

Senator Ferauson. Do you furnish these buildings? 

Mr. Lee. Yes, sir. 

Senator Ferauson. And how much more could you have to put into 
each unit for furniture where you would rent at $35 a month? 

Mr. Les. This is the total cost. 

Senator Ferauson. This is the total, furniture and all? 

Mr. Ler. Yes, sir. 


AVERAGE SALARY 


Senator Corpon. What is the average salary of the workmen who 
pay an average of $35 per month for their houses? 

Mr. Ler. About $5,000 a year, sir. 

(The following information was supplied by the agency: ) 

The exact average is $4,316 per year. 

Senator Dworsnak. Do they get additional amounts for overseas 
service? 

Mr. Ler. They get 25 percent additional. 

Senator DworsHak. Because of the alleged higher increased cost of 
living? 

Mr. Ler. Yes, sir. 

Senator Corpon. There is $5,000 average, and that will run from a 
low of what to a high of what? 

Mr. Ler. From a low of about $3,500 to a high of $7,000. 

Senator Tuyr. What do you charge the man in the bachelor 
quarters? 

Mr. Ler. Approximately $30, sir. 

Senator Tuye. A person living in a 2-bedroom home, then, it costs 
that person $35 a month, and the bachelor living and sharing a room 
with another bachelor in the bachelor quarters, it costs about $30? 
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Mr. Les. Yes, sir. 

Senator Ture. How did you arrive at that rate for those two 
people? 

Mr. Ler. It is really based on a proportion of the salary of the 
individual involved, sir. That is, for the higher salary people, we 
have higher charges. 

Senator Taye. Would a bachelor be a higher salaried individual 
than a family man? 

Mr. Ler. They might be in the same salary class, sir. 

Senator Tuyz. Then how do you justify the differential between 
the bachelor and the family man? You see, you are charging the 
family man, assuming that he is a family man occupying a 2-bedroom 
unit, you are charging him $35 per month, and then you are charging 

$30 for the bache lor that shares a bedroom with anothe ar. Now, I am 
just wondering how you arrive at why you charge $35 for a 2-bedroom 
unit, and $30 for sharing the bedroom with another. 

Mr. Wiuuirams. I do not think we can approach it from the economic 
equation, because it will not work that way. It is true that the 
bachelor is getting the bargain obviously, is he not? 

Senator Turn. Why is that? 

Mr. WituraMs. Because the problem, as I understand it 

Senator Turn. How do you justify that statement that the bachelor 
is getting the better of the deal when he shares a bedroom with another 
man, and only having 1 bedroom, and the other individual has a 2- 
bedroom unit? 

Mr. WituiAMs. I was getting at that from the standpoint of the 
first question that Senator Ferguson asked, as to the return that you 
are getting on a $23,000 investment for $35 per month. 


DETERMINATION OF RENTAL CHARGE 


Senator Tuyn. I am not approaching it in the manner that Senator 
Ferguson asked it; 1 am approaching it in the manner of how do you 
justify charging a bachelor $30 for sharing a room with another person, 
and only charging a family or an individual, he may be a bachelor that 
is occupying that house, and it is a 2-bedroom unit, or it may be just 
a man and wife occupying the unit that has 2 bedrooms, and they both 
might be working, as Senator Ferguson said. 

Mr. WiuutaMs. Irrespective of which approach you use, the primary 
problem is to get the people to go out there. 

Senator Turn. No; you are evading the question, and I would like 
to know how did you arrive at a charge of $30 for the bachelor sharir 8 
the bedroom and $35 for the 2-bedroom unit. I am just trying to get 
clear in my mind now, what did you use as a yardstick to do the 
measuring? 

Mr. Les. It was on the basis of a detailed study of the problem 
of getting people on the island, and it is not easy to get people to 
work on Wake Island. Now, the actual costs of the married couple 
for living there with a family are naturally higher than that of a 
single person. We have a detailed study on the whole question of 
charging for quarters which we made about 2 years ago, which I 
would be glad to furnish the committee, which shows how we deter- 
mined these rates. ‘They are based on the same formula which we 
use through all United States Territories for charging Government 
employees for furnished quarters. 
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Senator Frrauson. Then that goes on the basis that you are 
paying them 25 percent increase. Now, why do you pay a man 
25 percent for going into foreign service on an island, and then give 
him practically his rent? What is your philosophy on that? 

Mr. Ler. This is not a desirable location at all for employees. 
There is no incentive for living at Wake. It is just a small, bare 
island. There are almost no recreational facilities and nothing to do, 
and it is difficult enough to staff the island as it is. 

Senator Tuyr. Which is the most difficult, to obtain the bachelor 
or the family? 

Mr. Lex. Well, the bachelors have a mich more rapid rate of 
turnover. 

Senator Toye. But you charge him $30 and you only charge the 
family man $35, and the bache lor has to share a bedroom and the 
family man gets 2 bedrooms. I am just trying to get that straight, so 
that I can understand how you arrived at those figures. 

Mr. Ler. As I say, it is based on the actual problem of taking a 
share of the employee’s salary for the quarters which he occupies. 


HOUSE REDUCTION 


Senator McC.Le.uan. I note here that you requested $121,500 for 
construction of a commissary, and apparently the House has dis- 
allowed all of that figure; is that correct? 

Mr. Ler. The House did not point to any particular figure, Senator. 
They made a blanket cut of $750,000. 

Senator McC.LeL_LaNn. You point out the House reduction and you 
included it here as an item that the House reduced, and, in fact, 
eliminated; is that what you mean? 

Mr. Ler. We had allocated the $2,500,000 to those facilities which 
are absolutely necessary to preserve life and limb out there. 

Senator McCietuan. You eliminate it if you do not get the 
$3,350,000 you have requested? 

Mr. Len. Yes, sir. 

Sen: ator McCie.ian. The House did not specifically eliminate or 
earmark the funds; it just gave you a full appropriation or a total of 
$2,500,000 and let you allocate it to the different facilities? 

Mr. Ler. That is correct, Senator. 

Senator McCLELLAN, It just seems to me, and I do not know what 
the cost of construction is out there, but you say you have 130 people 
on the island that you have got to provide facilities for? 

Mr. Lue. Yes, sir. 

Senator McCie._itan. And you want $121,000 for a commissary 
building to accommodate 130 people? 

Mr. Ler. Yes, sir. 

(The following information was supplied.) 

About 138 employees plus dependents are to be accommodated. 


Senator McCLe.uan. Is that not extremely high? 

Mr. Len. Well, as I pointed out 

Senator McCieiian. It is $1,000 to accommodate 1 person. That 
seems extremely high. 
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Mr. Ler. On a normal site, I would say it would be high, Senator, 
but here it is not high seeing that we have to provide large storage of 
food and preservation facilities. We have to provide refrigeration 
and facilities that are necessary to keep 


WAREHOUSES 


Senator McCLetian. Right under that, you have an item of 
$123,000 for warehouses. 

Mr. Basnicut. These commissary facilities must provide adequate 
food supplies to cover a 3 months period; perishable foods have to be 
stored on the island when we get Navy transportation to bring the 
food in. 

Chairman Brinces. Will you give your full name, sir, and your 
title, because you are breaking in on Mr. Lee’s testimony. 

Mr. Basnicut. Arvin Basnight, budget officer of the Civil Aero- 
nautics Administration. 

The warehouse facilities provide another service different from the 
commissary in that it is the parts and equipment used in maintaining 
the electronics and radio facilities on the island, and the shop buildings 
to service those facilities. 


SHOP BUILDINGS AND STORAGE 


Senator McCieiian. You have another item of $159,000 here for 
shop buildings and storage, in addition to the two items that I have 
already mentioned. 

Mr. Len. That shop building is strictly for maintaining Govern- 
ment facilities, That is not for any private use. 

Senator McCLeLuan. I understand that. 

Mr. Ler. We have an extensive plant there in communications 
facilities and the like. 

Senator McCiecian. You are only going to accommodate 130 
people so far as the commissary is concerned; and so far as storage is 
concerned, other than for parts for the facilities, and so forth. It 
seems to me that $121,500 for a little commissary to accommodate 130 
people, even with storage for 3 months, is grossly excessive. 

Senator Macnuson. You do not contemplate keeping out there 
130 people? 

Mr. Len. We expect to have 30 percent less there after the cessation 
of the Korean activities. 

Senator Maanuson. Because you have nothing there but two 
commercial airlines that use it. 

Mr. Len. There are two United States airlines, Senator, and 
Philippine Airlines. 

LANDING FEE 


Senator Magnuson. What do you charge the Philippine for a 
landing fee? 

Mr. Len. It amounts to about $16 a landing, actually. 

Senator Magnuson. How many landings do they have in a year? 

Mr. Ler. I have the estimate. 
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Senator Maanuson. Just generally speaking. 

Mr. Ler. Philippine Airlines, we estimate makes 312 landings a 
year. 

Senator Magnuson. They contribute about $5,000 a year to the 
whole thing for that facility? 

Mr. Ler. And they would - 

Senator Maanuson. It may be worth it, but I think we ought to 
know that the commercial airlines are not contributing a great deal 
at all for this facility in landing fees. 

Mr. Lex. They will pay for the communication services in addition, 
and also for any utilities. 

Senator Maanuson. It does not amount to very much in comparison 
with the Government investment? 

Mr. Ler. That is correct, sir. 

Senator Roperrson. What in dollars would be the actual replace- 
ment cost of the storm damage? 

Mr. Ler. You mean in the same type of construction, sir? 


FUNDS DIVERTED 


Senator Rospertson. I understand that this is a supplemental item, 
because vou have had to take from your regular funds money to repair 
storm damage, and then I assume that there are other items that you 
put in here that were not storm damage, but fall in the general 
category of improved facilities. 

Mr. Lex. Senator Robertson, this is entirely a replacement of 
facilities which were damaged by the storm. We diverted $2,500,000 
previously because of the emergency situation, and the necessity of 
providing housing for personnel on the island. We did not attempt 
to replace all of the facilities, seeing that they were not in the same 
urgent category, and we merely went ahead on the emergency items. 

Senator Ropertson. The map that you furnished us shows the 
strategic Jocation of Wake Island as a stopping point for both military 
and commercial planes. Will that be published with the hearings? 

Mr. Lex. Yes, sir. I have a copy which can be furnished to the 
clerk of the committee, and we can present it in a form suitable for 
reproduction. 

(The map referred to follows:) 
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Senator Rosertson. If that is not done, I think it would be perti- 
nent for you to give the figures showing how the airlines out of Seattle, 
and San Francisco funnel into Honolulu and out of Honolulu they go 
by Midway to Tokyo, or they go to Wake to Tokyo, or they go to Wake 
and Guam and Manila. 

Mr. Leer. Yes, sir. 

Senator Ropertson. That is all. 

Senator Feracuson. What are the items on these three-bedroom 
houses? 

Mr. Lex. About $40 per month, sir, on the average. 

Senator Ferauson. What percentage do you try to take from a 
man’s income for his rentals? What is the basis for it? You said it 
was according to income, and what is the percentage? 

Mr. Ler. Sir, I would be glad to supply this study for the record, 
which shows exactly how we compute these things. 

(The following information was supplied.) 


RENTAL Poticy at WAKE ISLAND 


The policy on rent for quarters supplied employees has been established by the 
Department of Commerce based on the plan that rates, except in isolated areas, 
shall be set at levels similar to those prevailing in the same areas 

By law (5 U. 8. C., 75a) the Secretary may furnish quarters and househo!d 
equipment provided that the reasonable value of such allowances is considered 
as part of the compensation of the employees. For employees stationed at points 
outside the continental United States rates for rents and quarters are determined 
by a departmental committee. Rates are fixed by this committee based on 
studies of conditions where quarters must be furnished by the government. In 
the Pacific islands, rental rates are generally in line with prevailing rates for 
plantation quarters in Hawaii. 

Effective July 1, 1952, based on conditions prevailing at that time, rents for 
the best available quarters in the Pacific islands were fixed at the following rates: 

Family quarters (2-bedroom units)—rents and utilities on an annual basis 
of $276. 

Family quarters (3-bedroom units)—rents and utilities on an annual 
basis of $372. 

Bachelor quarters—at an annual rate of $96. 

With the construction of new houses on Wake Island, the rental rates will 
be subject to review and adjustment. The adjusted rates for family quarters 
probably wil! be more in line with the estimates already furnished the committee 
than with those currently established 

In fixing rental rates, the Department must give consideration to decisions 
of the Comptroller General who has ruled that the hasis for computing the rate 
of rental to be charged Government emplovees furnished quarters by the Govern- 
ment is not the original investment of the Government in the building occupied 
by the emplovees nor necessarily the present investment of the Government in the 
building, but the reasonable value of the quarters to the employees during the 
particular period and in the particular locality where situated. 

Senator Ferauson. What does the average workingman in America 
pay of his income for rent? 

Mr. Ler. I would say about 20 percent, sir. 

Senator Fercuson. And is this 20 percent? 

Mr. Ler. It is not 20 percent; no, sir. 

Senator Ferauson. But you still increase the amount you pay him 
25 percent because of the cost of living on Wake, and that is your 
philosophy, is it not? 

Mr. Ler. That is correct. 

Senator Fercuson. And that is not a fact, is it, because you reduce 
the cost of living and practically give it to him, is that not a fact? 

Mr. Ler. Well, the rentals are low. However, other costs of ex- 
istence out there—— 
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COST OF LIVING 


Senator Frereuson. What is the cost of living on Wake Island? 
Will you give us the figures and facts for this record to show why you 
pay 25 percent, and why a man on Wake Island gets 25 percent? 
You base it on increased cost of living, and now certainly it is not 
rental. Will you show us the facts on food and other items of the cost 
of living? 

Mr. Ler. We would be glad to furnish them. 

Senator Ferauson. Have you got them? 

Mr. Ler. We have a large amount of material on that which I can 
furnish. 

Senator Fercuson. Are we just taking an item of 25 percent in- 
creased cost of living? I find the same thing in Europe, that the 
increased cost does not appear, but you still keep paying it, not in 
your department, but others, an increase of 25 percent. 

Mr. Lex. This 25 percent is the allowance granted by law for 
Territorial residents. 

(The following information was supplied:) 


Basts FoR PayING 25 PerRceNT DIFFERENTIAL 

Under authority of sections 350.1 and 350.13 issued under section 207, Public 
Law 491, 80th Conyress, as amended, the rates for foreign and Territorial com- 
pensation are fixed by the United States Civil Service Commission. For em- 
ployees serving in the Territories of the United States, a Territorial post differen- 
tial is authorized as additional compensation for service under conditions of 
environment which differ substantially from conditions of environment in the 
States, and warrant additional compensation as a recruitment incentive. For 
the employees of the Department of Commerce stationed on Wake Island, this 
25 percent territorial post differential is authorized. There is a clear distinction 
between this allowance and the allowances for cost of living which are also author 
ized by the Civil Service Commission where the cost of living is substantially 
higher than in the District of Columbia. There is no cost-of-living allowances 
provided employees of the Department of Commerce for those persons stationed 
at Wake Island. 

Senator Frreuson. I am trying to get at the law. 

Mr. Ler. We have no discretion on that. 

Senator Fmreuson. You have a discretion on what you charge 
a& man. 

Mr. Lex. Yes, sir. 


SOURCE OF CONSTRUCTION MATERIAL 


Senator Corpon. I would like to ask a few questions here. 

Where do you get your materials for this construction on Wake? 

Mr. Lug. The principal building material is the coral concrete 
block, which is prepared on the site. 

Senator Corpon. Where does the cement come from? 

Mr. Ler. Honolulu or the Hawaiian Islands. 

Senator Corpon. Did you give any consideration to getting that 
from Japan, 1,900 miles from Japan? Have you got any figures with 
respect to cost? 

Mr. Ler. I do not have them available. The successful bidder was 
a Hawaiian firm, on the construction which has already been let. We 
assume that they got the lowest bids available. 

Senator Corpon. Where do you get the plumbing supplies, and 
other facilities for these houses, and where does that come from? 
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Mr. Lee. From Honolulu. They make up 1 shipment from there, 
and ship it all in 1 vessel to the island. 

Senator Corpon. You people made no investigation to determine 
whether you could have estimates predicated upon cheaper prices, if 
there be cheaper prices, and less freight if there be less freight, from 
Japan and for the materials necessarv? 

Mr. Ler. Well,-sir, we let this for bids. 

Senator Corpon. | asked you if you had made the investigation; 
did you or did you not? ; 

Mr. Lee. No, sir. We have not made any independent investi- 
vation 

Senator Corpon. You do not know then whether you could have 
built the same type of structures and put in the equivalent in facilities 
for less than you specified the cheapst area of purchase and the cheaper 
transportation? You do not know whether you could have done that 
or not? 

Mr. Ler. We received bids on several bases of construction, sir, 
and we took the lowest bid; that is, as you know, the usual practice, 
and one required by law. That was the basis on which we proceeded. 


FURTHER DISCUSSION ON LIVING COSTS 


Senator Corpon. Now, going back a moment to the extra costs of 
living in Wake, the cost of housing is less than 50 percent of the average 
which you have given us for the United States. That would indicate 
lower living costs. What is the fact as to the relative cost of food, and 
so forth, purchased from your own commissary on Wake, as compared 
to the United States generally? 

Mr. Lex. Senator Cordon, we will furnish that in the record. 

The information referred to appears on pp. 262 and 291.) 

Senator Corpon. Do you know now roughly? Is it 10 percent 
more, or 10 percent less, or approximately the same? Let us have 
some figures now, or let us adjourn this matter and let you come back 
when you know what you are talking about. 

Mr. Lun. It is generally the Honolulu rate. 

Senator Corpon. That means nothing to me. What is it by com- 
parison? 

Mr. Les. It is considerably higher than the continental United 
otates 

Senator Corpon. You do not know. 

Mr. Basnicur. The basis of figuring the Honolulu cost-of-living 
allowance is 20 percent more than for continental United States, and 
our commissary charges at Wake Island are based on the costs of ma- 
terial procured in Honolulu; so, it would be a 20-percent increase over 
domestic costs 

Senator Corpon. Plus transportation. 

Mr. Basnieur. Yes, sir. 

Senator Corpon. What would that be? 

Mr. Basnicur. We generally get transportation from the Navy. 
The Navy transports accommodate us as they are able to. 

Senator Corvon. Without charge? 

Mr. Basnicur. Generally without charge, yes, sir, from Honolulu 

Senator Corpon. You have in these islands substantially then 
Honolulu prices, is that right? 
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} there. Nir. BASNIGH Yes and at Honolulu the employ es ‘ta 2Z0-percel 
cost-of-living allowance, and they get a 25-percent territorial-post 
termine differential at Wake. 
rices, if Senator Corpon. Do you give them anythu else? 
t. from Senator Rorertrson. Would vou ask him does that include food 
Senator Corpo» The allowance is a mol allowane and tl 
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investi- Senator Cor! And ey pay you ul S thal U percent 
of their average salary for their houses 
ld have Mr. Basnicur. That is right. 
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cheaper them? Do they have money allowance return to th coun 
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ne back Wake Island to treat the evacuees on military aircraft coming through 
there; and, if our employees are burt or injured in any way, then they 
are privileged to visit this nurse and be treated in the dispensary. 

Senator Corpon. What about more serious medical care? You 
have to do something’ 
United Mr BASNIGHT. The hrst plane that comes through. we load the m 

into the ship going into Honolulu. 
Senator Corpon. At their expense or whose expense? 

»f-living Mr. Basnicut. We have an authorization to pay that from Gover 


ment funds, although it do not oecur verv often and it is not a 


y com- 
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; of ma- part of the real costs of operations. 


ise OVer Senator Frerauson. Is there a doctor there? 
Mr BASNIGHT There is no aoctor the re. 
Senator Frercuson. Just nurses? 
Mr. Basnicur. Just nurses. 
Navy MILITARY PERSONNEL 
Senator Frreuson. Are there any military people on the island? 


mnolulu Mr. Lex. A small detachment, sir, to service the MATS planes 
iv then Senator Firauson. They have places where they eat over and 
: above this, or do thev eat in vour commissary? 
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Mr. Lex. Prior to the typhoon, there were two messes on the 
island, and the Government paid for having their employees messed 
either with Pan American Airways or Trans-Ocean Airlines. 

Senator Ferauson. If you remember, the cost of food in those 
when I went through was much less than here in the States, and I 
do not get this increase in the cost of living. 

Mr. Len. Well, the Air Force personnel are provided for there. 

Senator Fercuson. The 40-cent meal which you usually get in the 
military establishment. I do not mean that, but it was a very small 
amount. 

Mr. Ler. We have not made these estimates for military personnel. 
They are not included in these estimates. 


BUDGET APPROVAL 


Senator Ferauson. Has this passed through the present Budget 
Director? 

Mr. Ler. Yes; it has been passed through the former Budget 
Director at $4,600,000, and it was revised by the present administra- 
tion, and it was approved at the $3,250,000 figure. 

Senator Frercuson. Before the new administration came in, you 
wanted $4,600,000 to do this job? 

Mr. Lxe. It was an additional job, sir, that was providing transient 
housing and messing facilities which are not provided for in this esti- 
mate. 

Senator Frrcuson. No messing facilities at all are in this? 

Mr. Ler. Not for transients, sir, and this is merely for the CAA 
and Weather Bureau employees on the island. 

Senator Fereuson. But you provide those? 

Mr. Lue. Yes, sir. 

Senator Ferevson. Now, do you pay the costs of messing? 

Mr. Lex. No, that will be paid for by the users, and we are fixing 
the rates. 

Senator Frreuson. Will it actually be paid, or will it be subsidized 
like the rental? 

Mr. Len. It will be paid, sir. 

Senator Ferauson. There is no question about that now, that it 
will be paid a certain amount charged for rental and lights and all 
of that, and the people who buy these meals will pay? 

Mr. Ler. Yes, sir. 

Senator Fereuson. And they will pay to amortize the facilities 
that are being used? 

Mr. Leer. Yes, sir. 

Senator Ferguson. Will you furnish those figures for us? 

Mr. Ler. Yes, sir. 

(The information referred to follows:) 

CHARGES FOR Messina FAcILitIEs 
At the present time, employees on Wake Island are charged $1.50 per day for 


subsistence. These rates will be revised when the new facilities are placed in 
operation. 
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m the LENGTH OF EMPLOYMENT 
nessed 
Senator Corpon. What is the average length of employment on the 
those island? How long do they stay there on the average? 
and J Mr. Lex. With family quarters, they stay there a considerable 


period of time, a matter of years; the single employees a lesser period 
ere. of time. 


in the Senator Corpon. That is hardly definite. 
small Mr. Len. Two years is the average period of employment. 

Mr. Basniaur. At this time we are having to almost draft bachelor 
onnel. employees from locations in the States for a 6-month tour of duty at 


Wake Island, in order to keep the complement filled. So we can say 
there is a turnover at about 6 months for the bachelors. 

Senator Corpon. And not 2 years? 

Mr. Basnicur. No, sir. 


udget Senator Corpon. Your employees there are not from a classified 
list, that you are talking about? You jus! get them by contract? 
udget Mr. Basnicurt. No, sir. 
listra- Mr. Ler. These are from the classified lists, sir. These are regular 
civil-service employees. 
|, you Senator Corpon. They are? 
Mr. Les. Yes. There are afew force account individuals on there 
nsient who do ordinary labor work, but for the most part they are civil service. 
s esti- Senator Corpon. What about the people who will do the construc- 


tion work? 
Mr. Ler. That is a private contractor for the most part, and there 
CAA will be a few force-account employees on that list also to do work 
which is not included in the contract. 
Senator Corpon. When the contractor undertakes to handle the 
transportation of people, their living quarters and food and every- 
thing, you have nothing to do with that? 


fixing Mr. Lex. That is right. 
Senator Corpon. You pay him his contract price. 
idized Mr. Ler. He handles the whole thing and ships all of the materials, 


and takes all of the individuals out to the island. 
Senator Corpon. Is his contract a flat dollar contract, or does it 
hat it have an acceleration clause or anything like that? 
nd all Mr. Lup. It is a flat dollar contract. 
Senator Corpon. Is it within your estimate or above or below? 
Mr. Ler. The portion that has Been let already, sir, was about 2 
‘ilities percent below our estimate. 


COMPARISON OF BUILDING COSTS 


Senator McCLEe.uaNn. I would like to ask the question, let us take 
as an illustration the commissary building that you propose to spend 
$121,500 for—how does that cost of construction compare with the 
same building constructed here in the States? 

_ Mr. Lex. For the most part, the ratio of the costs in the island is 
red in about three times what domestic costs are. 

Senator McCLe ian. The cost is three times as much. I am talk- 
ing about exclusive of the cost of the land. 

Mr. Lex, Yes, sir. 
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Senator McC.Letuan. I do not want to belabor the question, 
but what I am trying to get at is a simple comparison of this facility 
constructed there, and the cost of the same facility constructed 
here. I want to get a comparison, if I can 

Senator Roperrson. Under the law, would you be permitted to 
buy cement and other building supplies from Japan? 

Mr. Les. I do not believe so, sir 

Senator Ronertson. The Army has done it in some of their 
installations, and are you up against what we call the Buy American 
Act, that you cannot buy cement and plumbing supplies from Japan, 
even though they would be one-half as costly as to buy them in 
Hawaii? 

Mr. Ler. There is no shipping from Japan, sir, and this is not 
on any of the regular shipping routes, and the only shipping which 
has been made available in the past has been from the Hawaiian 
Islands. 

Senator Ropertson. Is there any law on the subject? If you 
do not know, please find out and put it in the record, with your 
answer. 

Mr. Ler. Yes, sir; I will be glad 

(The information referred to follows:) 

Traditionally, the Civil Aeronautics Administration has not issued invitations 
to bid to foreign contractors, under its interpretation of the Buy American 


Act (41 U.S. C. 10a, b, ce), for work to be performed in the continental United 
States, its Territories and possessions 


COST OF FOOD 


Senator Rosertson. Do you buy all of your food supplies in 
Honolulu? 

Mr. Ler. That is correct. 

Senator Rosertson. Well, of course, you know that land is selling 
at i or five hundred dollars an acre there for the production of 
sugar and pineapples, and is just too valuable land to use for general 
rurale purposes, so the ‘y export their sugar and their pineapples and 
import their foods. That is the reason the cost of living, as you say, is 
about 20 percent higher over there than it is in this country. Even 
fish sell higher in Honolulu than they do in Washington, although the 
ocean around there is full of fish. But there are not enough people 
catching them and putting them on the market. The last figures | 
saw showed that the American farmer is now getting about 47 percent 
of the consumer dollar, and a number of our colleagues have introduced 
a resolution and sent it to our Banking and Currency Committee to 
appoint a committee to look into that. 

Last fall the State Department was operating a restaurant in Paris 
patronized by approximately twelve or fourteen hundred Government 
employees where they serve cheaper meals than you can get in Wash- 
ington or even in a country town like I live in in Virginia. You 
could get a good meal for 35 cents, and you could get more than you 
could eat for $1. Evidently they found some way of buying that food 
without paying all of the middlemen up to the point where it is shipped, 
and then relay it automatically 1,500 miles to Honolulu, and then pay 
another group of distributors and what not a profit on the other profit, 
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so when it gets to you it costs twice as much as if you could buy it in 
this country. It seems to me you would really try to look into a detail 
of that kind. 

Mr. Ler. Senator Robertson, we have tried to get cheaper food. 
The problem is strictly one of logistic support. The Navy supplies 
the shipping, and that shipping comes from the Hawaiian Islands. 
As I said, there are no commercial shipping companies which service 
this island at all. Consequently, the only source of our shipping being 
Honolulu, that is the source of our food supplies. We would like it if 
we could get more reasonable prices for these supplies. 

Senator Macnuson. I was somewhat surprised; you said three 
times the cost of construction on Wake Island. 

Mr. Leer. Yes, sir. 

Senator MaGnuson. Is that ratio based upon the bids you get or 
the actual costs? 

Mr. Les. That is based upon the bids we get. 

Senator Maanuson. On the bids you get? ? 

Mr. Ler. Yes. Our estimates were very close to the bid that 
we got. 

TOTAL BIDDERS 


Senator Magnuson. How many bidders did you have? 

Mr. Len. Five bidders, sir. 

Senator Magnuson. Were they all from Hawaii? 

Mr. Ler. No, they were not. 

Senator Maanuson. Was there an overall bid for the whole job, 
the whole project, or for individual units? 

Mr. Ler. No, just for some individual units; the bid was approx- 
imately $1,700,000, and it covered some of the essential units which 
we had to start building immediately. 

Senator MaGnuson. Did you not somewhat question a cost of 
three times over what it cost stateside as compared to even Alaska, 
which is now nearly double, where you have the heating units? 
I know in Wake you need not heat the place. You are taking the 
heavy material outside of the cement and doing it right there. Trans- 
portation surely would not add those costs. ‘Where do you get the 
three times, or where does the contractor get the three times? 

Mr. Ler. That is the experience that we have had in construction 
on the islands there. 

Senator MaGnuson. I appreciate you have to pay sometimes or a 
contractor will have to pay a bonus to get a good mechanic to go to 
Wake, but even those labor costs should not run it up three times, 
and you are getting free transportation on some of the things from 
the Navy. 

Mr. Lex. No; the contractor has to pay for his transportation for 
materials and personnel out there. 

Senator MaGnuson. But the transportation, once you load the ship 
in San Francisco, Seattle, or Portland, it does not make much differ- 
ence, it would not be 1 percent difference whether they go to Guam or 
Wake or Midway, or clear on to Manila. 

Mr. Ler. They do have that entire transportation cost, and of 
course the high wage scale there is a definite factor. 

Senator MaGnuson. Were the bids somewhat alike? 
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Mr. Lex. There were 2 bids fairly near the low figure, fairly close 
together, and there was 1 bid that was almost 75 percent more. 

Senator Macnuson. Then Wake must be the most unusual place we 
have in our possessions because I know of places where the cost is 
double, but I know of no place where they are triple. That is par- 
ticularly true of the type of building you can build out there. 

Mr. Lee. Actually, the fact we can build such simple structures 
does keep the total overall cost down. 

Senator MaGnuson. It seems to me that three times is awfully high, 
but sometimes you cannot help it, because of the dearth of bidders to 
go out to a place like Wake, and you are almost really relegated many 
times to Hawaiian people and Hawaiian contractors. 

Mr. Lex. Each contractor, too, has to carry out his own heavy 
eqiipment or construction out there, so you have a problem there 
and the problem of getting it ashore. 

Senator Magnuson. You do not need too much heavy equipment 
out there. You can shovel that sand around. 

Mr. Basnicur. There is coral, too, and we have the cost of the 
contractor setting up messing facilities, and getting his plant in opera- 
tion, and moving in and out cost, which is considerable. 

Senator Ferauson. Who furnishes the educational facilities? 

Mr. Basniaut. There is no school on the island, sir. 

Senator Ferauson. Is there going to be one, or are we going to be 
asked later to build a school for the children? 

Mr. Ler. We have not included that in our estimates, and some of 
the parents have given their children instruction out there. 

Senator Fmrauson,. Is it coming later that we are going to be asked 
for that? 

Mr. Ler. We do not expect it, sir. 

Chairman Bripvers. May I ask one further question. Is the 
revenue received covered into the Treasury? 

Mr. Lux. Yes, sir. 

Senator Smirx. Might I ask one question for the record. Will you 
break down for us the $24,000 between the construction and furnish- 
ings? 

Mr. Lex. For a two-bedroom house, the total cost is $24,800, that 
is made up of $2,000 equipment and supplies, and I have a breakdown 
of that, if you would like it. 

Senator Smiru. For the record, but not here, Mr. Lee. 

(The information referred to follows:) 


BREAKDOWN oF Costs FoR LIVING QUARTERS 


The attached estimate include allowances for engineering and supervision of 
construction of $1,000 each for 15 4-man bachelor quarters and 25 2-bedroom 
family quarters, and an allowance of $1,100 each for 12 3-bedroom family quarters. 
The total estimate for engineering and field supervision is therefore $53,200. 

This figure includes the total cost of all housing designs and specifications and a 
proportionate share of the salaries and travel expenses of all field engineers and 
inspectors engaged on the Wake Island project. This allowance, amounting to 
only 4.1 percent of the total housing estimate, is well below the cost usually as- 
sessed for engineering and inspection services on like private construction projects. 








42 SECOND SUPPLEMENTAL APPROPRIATION BILL, 195: 


Wake Island rehabilitation 


estimates of cost 


Constructio1 f living quarters for CAA and Weather Bureau 
emplo a 
a) 4-man bachelor quarters: 
Engineering and supervision 


Engineering 

Ss pervision of constructio 
Kquipment and supplies 

Beds, 8 (2 per room 

(hairs, 12 (8 lounge, 4 desk 

l'ables-desk, 4 

Lamps, 8 

Linens, 8 units 

Water heater 

Washing machine 
(onstruction 
t-room building (1,044 
Install water heaters 
Freight 


S600 
100 


$800 
280 
370 
SO 
400 
120 
150 


juare feet $19, 850 


200 


Total, 1 (4-room bachelor quarters 


Bachelor quarters cost summary: 
13 CAA units, at $23,400 


2 Weather Bureau units, at $23,400 


Total project cost (15, 
60 quarters) 
b) Family quarters: 
Engineering and supervision 
Engineering 
Supervision of construction 
Equipment and supplies 
Furniture 
Gas range 
Refrigerator 
Dishes and flatware 
Linens 
Washing machine 
Venetian blinds 
Water heater 
Constructior 


} 


2-bedroom unit 
3-bedroom unit 


Install water heater 


Freicht 
lotal (family quarters unit cost 


Family quarters cost summary: 


10 CAA 3-bedroom units, at $26,950 


Bureau 3-bedroom units 


2 Weather 


21 CAA 2-hedroom units, at $24,800 


4 VW eathe r 


Bureau 2-bedroom units 


Total, 37 family quarters project 


Total, entire CAA and Weather 
Mr. Let 


and engineering supervision, $1,000 


t-man quarters equals 


9-hedroom 
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sureau housing 


Congressional SUDMILSSION, February 1958—Detailed 
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3-hedroom 


$1, 100 


2, 100 


23, 500 
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The construction cost is $21,600, and the freight is $200, 
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ENGINEERING SUPERVISORS 


Senator FerGuson. Engineering supervision is $1,000 on a single 
house? Where do you get that kind of figures? 

Mr. Lex. That is 1.15 of a man-year engineering. 

Senator FerGuson. That is not a Government employee, or is that 
over and above the cost of the contract? 

Mr. Ler. That is over and above the cost of the contractors 

Senator FerGuson. You mean the Government has to pay $1,000 
per unit for Government engineering and supervision? 

Mr. Ler. That is correct. 

Senator FerGuson. For each house? 

Senator Smiru. Is that annual? 

Mr. Ler. That is the total cost which covers the whole period of the 
construction of the entire project. 

Senator Ferauson. $1,000 per house for’supervision and engineer- 
ing and these buildings are engineered and the plans are drawn by the 
Government employees. 

Mr. Ler. Essentially for the purpose of letting bids we have to draw 
the plans and the specifications. 

Senator Fmerauson. So you furnish all of the plans and specifica- 
tions, and then it costs $1,000 to draw the plans and specifications for a 
single-unit house? 

Mr. Ler. Yes, sir. 

Senator Fereuson. Do you think that that is reasonable? 

Mr. Len. I believe it is, sir. 

Senator Ferauson. It is done right here in the United States, and 
do you know of any private builder that uses such a figure in the 
planning and designing of a single house? 

Mr. Ler. I would think this would be quite a reasonable figure. 

Senator Frrauson. Do you know anything about building? Hav: 
you ever built any buildings? 

Mr. Ler. | have been associated with it; ves, sir. 

Senator Frerauson. And really built them? What contracting firm 
were you ever with? 

Mr. Lex. | was not with a contracting firm. 

Senator Fmrauson. Did you build a house? 

Mr. Len. Yes, sir. 

Senator Fercuson. Do you think that is a reasonable fee, $1,000 to 
draw the plans and specificat ions on a basis of the buildings pract ically 
the same out there? 

Mr. Ler. It includes supervision of construction, too, through the 
entire period. 

Senator Ferauson. How many men are you going to have out there 
supervising this construction? 

Mr. Ler. The supervision will be handled through our ninth 
regional headquarters. 

Senator Fercuson. I do not know where it is handled from; I do 
not care about that. How many? 

Mr. Ler. Four men. 

Senator Ferauson. You are going to have four men on the island 
to supervise these buildings? 
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Mr. Ler. Yes, sir. 
Senator Ferauson. Is that reasonable? 
Mr. Ler. That is the entire construction and that includes all of 
the buildings. 
TOTAL BUILDINGS 


Senator Fereuson. How many buildings are there? 

Mr. Ler. Well, there will be 97 housing units. 

Senator Fereuson. So you have $92,000 for just men going out 
there to supervise the erection of those buildings. 

Mr. Lex. The supervision includes all of the buildings. 

Senator Fereuson. But it is going to cost $92,000 to have these 
buildings supervised out there by Government employees. 

Mr. Ler. That is a figure which includes engineering, yes, which is 
drawing specifications. 

Senator Fereuson. That is done here in the States. 

Mr. Basnicur. This charge, Senator Ferguson, this charge includes 
the supervision on the spot and the contract letting at the regional 
headquarters and the processing and payments of vouchers and all of 
the indirect costs associated with this project. 

Senator Fercuson. | appreciate you are going to have to let a con- 
tract, but that is not a very expensive item. You have already got the 
bids in and you are going to have four people out there. What are 
their salaries going to be? 

Mr. Ler. They will average around $7,000. 

Senator Ferauson. What is $28,000, and why do you have the 
extra cost, then? 

Mr. Ler. That includes all of the overhead with it, which includes 
a lot of the fiscal activities. 

Senator Ferauson. Do you not think 1 or at the most 2 supervisors 
would be all that you would need on the island? Who sets this 
pattern up? How do you get such a pattern set up? 

Mr. Lenz. This is a very extensive project, $3,250,000; that is a 
very extensive thing. 

Senator Ferauson. It is extensive because of the increase in costs, 
end you have not paid much attention to the cost. 

Mr. Les. I think a crew of four to supervise that on the spot is the 
very minimum we could have to insure the Government was getting 
its money’s worth out there, and the construction is properly done. 


EFFECT OF HOUSE CUT 


Senator Corpvon. Before you leave, I would like to go into one 
thing. Ido not like the statement here that if the House figure stands, 
there are certain of these facilities that will have to be cut out entirely. 
What of the essential facilities will have to be eliminated entirely, so 
that we will have nothing of the character on island? Your com- 
missary, among others, would have to be eliminated. 

Mr. Lee. That is correct. 

Senator Corpon. You have no commissary whatever under the 
House figure. 

Mr. Basnicut. We would have no new commissary. We might 
be able to use some of these portable refrigerating units left over by 
the Navy and put through the typhoon. What condition they are 
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in, I do not know. We are now using them on an improvised basis, 
and that would be the only facility we would have. 

Senator Corvon. I recall at Okinawa they also had a typhoon, and 
things were wrecked. The Army went about repairing and strength- 
ening the quonset buildings. Even after they had cost the Army 
about 2% times as much as they estimated, they still had a figure of 
around $7,600, as I recall—it was less than $8,000 apiece for those 
buildings. Our advice from them was that the buildings as repaired 
were in their opinion adequate to withstand the typhoons of that 
country. Have you people done anything in that field? 


QUONSET HUTS 


Mr. Ler. We have looked into the quonset hut thing very thor- 
oughly. Actually, quonset huts are not suitable for this area where 
you have salt spray covering the island. They deteriorate very 
rapidly. After a thorough study of typhoonproof housing we have 
come to this type of coral block construction as being the type that is 
necessary to withstand winds that exceed 150 knots. We do not feel 
that quonset huts are suitable, that they will blow away in a typhoon. 

Senator Corpon. Did you look at the reconstructed quonsets on 
Okinawa or get any information from the Corps of Engineers on the 
subject? 

Mr. Basniacut. We did some of that on Wake Island. We had a 
terminal building that had been reconstructed and strengthened, and 
the salt had eroded it to some extent, and it was damaged by the 
typhoon, and we have an estimate to spend $10,000 to place back that 
in limited service. It will not provide a long period of usefulness but 
it will provide us a makeshift operation. 

Senator Corpon. Then you have a building that you will use for 
commissary purposes, even though it may not be the ideal one. It 
will be usable. 

Now, what else had you figured you would have to eliminate en- 
tirely if you used the House figure? 

Mr. Lee. On the commissary, we have some refrigeration facilities, 
the building blew down, but we have some refrigeration facilities which 
it is conceivable could supply some of the need there, but there is no 
building there for a commissary at the present time. 

Senator Corpon. Will you gentlemen get together? I asked if you 
had 1, and you said you were using 1. 

Mr. Basnicut. We are using the portable refrigeration units not 
presently in the building. The building was blown down. We will 
need to have a building to house the refrigerating units because of the 
salt action on them, and we will need new units, ‘because the units are 
surplus military units that are not adequate, nor are they efficient in 
operation. We are getting by at the present time by people living in 
very undesirable conditions, but we will need a new commissary 
building. ’ 

Senator Corpon. What is the next item which you will be compelled 
to cut out on the $24 million basis? 

Mr. Basnicut. The shop buildings and the storage shed. That is 
for the Government equipment on the island there, and we feel it‘is 
essential to protect the investment in that equipment and to have 
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some place to store it. We need a shop also for keeping the Govern- 
ment equipment in operation 

Senator Corvon. There is $159,000 that you requested for that 
purpose 

Mr. Basnieur. That is right. 

Senator Corpon. What will you do with the $2 million? It says 
for the construction 

Mr. Basnicur. We will not have any place to put the equipment. 
It will have to stand out in the open. 

Senator Ferauvson. What is the equij ment? 

Mr. Basniaur. We have trucks, equipment for keeping the runway 
in operation, road working equipment, and the like out there 

Senator Ferauson. How much were vou going to spend for that? 

Mr. Basnicur. Well, that is only a portion of $159,000 

Senator Firauson. How much was it? 

Mr. Basnicur. The rest is a shop 

Senator Fercuson. How much was it to store it? 

Senator Corvon. Could I inquire whether the House committee 
in its examination into this specification had an investigation made 
by its staff with respect to the plans and specifications and necessity 
for these several units that you have here, both residential and 
operative? 

Mr. Ler. As far as I know, there was no investigation made by 
their staff outside of the testimony we presented. We had the 
blueprints of the houses there, the residential houses. We did not 
give them all the warehouse drawings and other plans and_ specifica- 
tions 

Senator Corpon. And they did not examine into that? 

Mr. Ler. They looked into the residential housing, but they did 
not look at the others 

Senator Corpon. You had only two plans, the 2-bedroom house 
and the 3-bedroom house? 

Mr. Lee. And a bachelors’ quarters. 

Senator Corpon. You had three sets of plans, and those plans 
represented the construction plans and specifications for all residential 
construction proposed? 

Mr. Lee. Yes, sir 

Senator Corpon. What else have you got. We have got the com- 
missary and the shop buildings and the storage sheds. 

Mr. Lex. The office building. That is to provide space for the 
Weather Bureau there. That is the principal use. And also space 
for—that provides space for the Weather Bureau and also for the 
island manager, who is a CAA employee, and the Coast Guard office 
ther 

Senator Corpon. What else is eliminated there? That is three 
items 

Mr. Ler. Yes, we have two small items, one is an open-air theater 
for $9,400. The recreation facilities there are practically nonexistent, 
and for morale purposes, we feel we should provide this. There is a 
post office, small stores shop, and community building, $6,000. That 
is self-explanatory, I believe, sir. That is just a small building for 
community services, 

Senator Corpon. What else is eliminated under the House figure? 
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Mr. Lee. Those are the items which are completely eliminated 
The other principal category of items is the community services, 
water, power, and sewage 

Senator Corpon. You do not mean that you will eliminate them 
entirely, do you? 

Mr. Lex. No, sir. The higher estimate includes providing com 
munity facilities for all users on the island 

Senator Corpon. Were there such facilities before the storm? 

Mr. Lee. No, sir, before the storm they distilled their water, and 
it was a very unsatisfactory way of operating. We are planning a dual 
water system. There is a limited amount of fresh water which can 
be caught and that will be used where fresh water is essential, for 
cooking, and there is brackish water available on the island which 
will be used for sanitary facilities and the like. 

Senator Corpvon. Will you use some type of a catch basin arrang: 
ment? 

Mr. Len. Yes, sir; there is a paved catchment area planned which 
will provide the fresh water. 

Senator Corpon. Now, assuming the House figure, would you as 
you have applied that figure, and as you have given this committe: 


vour breakdewn of that application, would vou plan to use any of the 


two and a half million dollars to provide housing or any other facility 
for anybody other than the employees of the United States Govern - 
ment? 

Mr. Ler. We would not. 

Senator SmirxH. Does that include any of the military? 

Mr. Ler. We would not provide facilities for the militar) 

Senator Corpon. That is all. 

Senator Ferauson. Do you have the specifications for thes 
houses? 

Mr. Basnicur. I do not believe we have them with us 

Senator Ferauson. We would like to have it before we pass on this. 

Chairman BripGes. We have gone into this a little more thoroughly 
than we had planned; however, there are two witnesses | told specifi- 
cally we would hear, and | would like to interrupt Mr. Williams, if | 
may, just for a few moments, to do that. I think we are through 
with you, Mr. Lee, if vou will step back. 

One of the items in this bill is the Council of Economic Advisers. 

Senator McCarran. Mr. Chairman, may I interrupt? I have to 
go to the Judiciary Committee meeting, and there is a matter that 
I wish to lay before the committee for its consideration. 

Chairman Biaipces. Without objection, we will interrupt this hear- 
ing for a moment, and allow Senator McCarran to present a matter 
before the Appropriations Committee. 


) 


Jornt COMMITTEE ON IMMIGRATION AND NATURALIZATION 
SALARIES AND EXPENSES 


Senator McCarran. Mr. Chairman, this pertains to H. R. 3053, 
the bill we have. I should like to offer at this time for consideration 
of the committee when the markup of the bill comes about an amend- 
ment to provide funds for the Jomt Committee on Immigration and 
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Naturalization until June 30, 1953. The amendment would authorize 
$14,000 to be expended out of the contingent funds of the Senate 
upon vouchers signed by the chairman of the joint committee, who 
is Senator Watkins. The amount requested would cover the cost of 
a very small staff and other expenses for the 4 months remaining 
in the fiscal year; an amount for next fiscal year would be requested 
by the Legislative Appropriations Subcommittee at a later date. 

I have here a letter from Senator Watkins, addressed to the chair- 
man of the committee, as well as an estimate of how the $14,000 will 
be expended. Senator Watkins’ letter sets forth the authority of the 
joint committee, and what its mission is. I should like to have this 
letter, and the estimate included in the record. The joint committee 
was created by Public Law 414 of the last Congress and is a highly 
necessary instrument for the continuous study of the administration 
of the act, its effect upon the national security, economy and social 
welfare of the United States. Such conditions within or without the 
United States which in the opinion of the committee might have a 
bearing on the immigration and naturalization policy of the United 
States would certainly come within the purview of the committee. 

As the Senators know, this act has been attacked even before it 
became effective last December 24, 1952, and it is my opinion that 
the joint committee set up by law will do much to clarify the air re- 
garding the operation and effects of Public Law 414. 

The joint committee is now organized and is ready to go forward 
with its work. I am hopeful that the amount requested will be pre- 
sented, and I present Senator Watkins letter addressed to the chair- 
man of this committee. I will also file with the committee the budget, 
amounting to a total of $14,000. 

Senator Haypen. How many members of the House and Senate are 
on that committee? 

Senator McCarran. Five of each. 

Chairman Bripers. That will be considered, Senator McCarran. 

(The documents referred to follow:) 

Unitrep States SENATE, 
COMMITTEE ON THE JUDICIARY, 
February 21, 1958. 
Re appropriation for Joint Committee on Immigration and Nationality Policy. 
Hon. Styites Brinages, 
United States Senate, Washington, D. C. 


DeAR SENATOR BuripGes: Section 401 of the new Immigration and Nationality 
Act established a ijcint congressional committee to be known as the Joint Com- 
mittee on Immigration and Nationality Policy, the duties of which are to make a 
continuous study of (1) the administration of the act and its effect on the national 
security, the economy, and the social welfare of the United States, and (2) such 
conditions within or without the United States which in the opinion of the com- 
mittee might have any bearing on the immigration and nationality policy of the 
United States 

The joint congressional committee has recently organized and is prepared to 
activate a staff and undertake its duties as soon as an appropriation is made. 

Section 401 (j) of the Immigration and Nationality Act provided that the 
expenses of the committee shall be paid one-half from the contingent fund of the 
Senate and one-half from the contin gent fund of the House. I understand from 
the disbursing officer of the Senate that, in order to avoid bookkeeping complica- 
tions in the fiseal affairs of the committee, this language should be changed to 
read as it appears in the attached draft. 
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In accordance with the customary procedure, I am also attaching a proposed 
budget of the committee to cover its expenses until June 30, 1953. The com- 
mittee will present its proposal to your legislative subcommittee for the fiscal 
vear 1954. 

Kindest regards and best wishes. 

Sincerely, 
ArTHUR V. WATKINS, 
Chairman, Joint Committee on Immigration and Nationality Policy 


For H. R. 3053, Leaistative BRANCH 


CONTINGENT EXPENSES OF THE SENATE JOINT COMMITTEE ON IMMIGRATION AND 
NATIONALITY POLICY 


For salaries and expenses of the Joint Committee on Immigration and Nation- 
ality Poliev, including the objects specified in section 401, Public Law 414, 82d 
Congress, 2c session, $14,000; notwithstanding subsection (j) of section 401, 
amount to be disbursed by the Secretary of the Senate, upon vouchers approved 
by the chairman of the joint committee. 


Proposed budget, Joint Committee on Immigration and Nationality Policy, for the 
period ending June 30, 1953 





| 1 
> = | Base Gross Monthly | Total for 
Position | Number | salary salary salary | period 
; | 
Staff expense | 
Clerk 1 $5,640 | $9, 404. 83 | $3, 134. 95 
Attorney ] 5, 400 9, 073. 03 3, 024. 35 
Investigator 1 4, 380 7, 533. 19 2, 511. 10 
Stenographer 2 2, 340 4, 283. 04 | 2, 855. 36 
Total staff expense 13, 525. 76 
Nonstaff expense: 
Stationery 174. 24 
Telephone and telegraph | 200. 00 
Contingent fund | 100. 00 
Total nonstaff expense | 474. 24 
Grand total 14, 000. 00 


CounciL oF Economic ADVISERS 
SALARIES AND EXPENSES 


Chairman Brinegss. As I recall, the President asked $75,000 for 
the Council of Economic Advisers. The House struck out the entire 
item and inserted the following on page 80 of the bill: 

For an additional amount for salaries and expenses, including employment, 
without regard to civil service and classification laws, of an economic adviser to 
the President and the staff incidental, by $25,000. 

In other words, they allowed nothing for the Council of Economic 
Advisers but $25,000 to the President for an economic adviser. They 
apparently felt very strongly about it, according to their report and 
my conversations with them. 

‘I have in my possession a letter from the White House addressed 
to me as chairman of this committee, signed by Sherman Adams, 
assistant to the President, which I will make a part of the record. 
The committee will be very glad to hear Senator Flanders briefly on 
this question. 

(The letter referred to follows:) 
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THe Wuire Houses, 


Washington, February 4, 1958. 


Hon. SryLes BRIDGES, 
Cha mar Committee or 1; oO] ations, 
Ty 1 States Senate, Washington, D. ( 

My Dear Mr. CuarrmMan: The President has requested that I write you in 
connection with the appropriations for the Council of Economic Advisers for 
the current fiscal vear It is my understanding that funds for this agency are 
available or intil March 31, 1953, and that your committee now has under 
consideration a supplemental appropriation request submitted prior to January 20 

While the President has not as yet been able to complete his plans and staffing 
for the agency, he believes that it is highly important that the agency be con- 
tinued. He would, therefore, greatly appreciate it if the committee would find 
it possible to approve a supplemental appropriation sufficient to continue the 
agency through the remainder of the fiscal year. I hope that we will be in a 


position to outline a program for the agency at the time a presentation is made in 
connection with the appropriation request for the fiscal year 1954 
eincerely VOurs, 
SHERMAN ADAMS, 
The Assistant to the President 

Senator FLanpeErs. | will speak only briefly. 

Not being a lawyer familiar with procedures, I am not clear in my 
mind as to whether the House can in effect dismiss a body set up by 
statute. I leave that to those of you who are lawyers, but that is the 
effect of this appropriation. 

Senator Fercuson. Do you think when a statute sets up a body 
that the next session of the legislature has to appropriate for that 
body ? 

Senator FLanpers. The next session of the legislature certainly 
can legislate the body out of existence. 

Senator Fercuson. They can take the money away from them as 
another means of legislating. 

Senator FLANDERS. | am not a lawyer, Senator, and I trust to you 
who are a lawyer if you are saying that you can also end a legally set 
up body by refusing appropriations. 

Senator Ferauson. You know the old saying there is more than 
one way to kill a eat 

Senator FLanpgErs. All right; thank you. 

Senator Frrauson. | think this is somewhat of a cat. 


JUSTIFICATION FOR ACTIVITY 


Senator FLANpgeRs. I am a little bit disturbed, Mr. Chairman, not 
by the thorough going over of this Council of Economic Advisers and 
its recent constitution and its recent personnel. It certainly needed 
going over and needed it very badly. However, I am desirous that 
the administration shall have a free hand in reconstituting and 
reorganizing the activity because its functions should not cease. I do 
not know whether $25,000 is enough for that. I feel it should be at 
least double. I want to call attention to one of the things it does 
which it seems to me might suffer under this small appropriation. 
That is the editorial work on this Economic Indicators which all 
Senators and Congressmen receive and which goes to the heads of all 
bureaus and administrations and departments and which also has a 
subscription list of 3,300 and pays for itself so far as the Government 
printing and distribution is concerned. This is not an expense. 
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[t is an expense, however, to collate the information and prepare it 
for publication. That is done in the office by what has been the 
Council of Economie Advisers. I would hope that the sums appro 
priated from now to June 30, Mr. Chairman, should be sufficient to 
heep going this publication which is justified by the demand for it on 
the part of the public 

Senator Frerauson. Do you have a figure on what it will cost to 
make up this pamphlet? 

Senator FLANpERs. I do not have that figure, sir. What I would 
say with regard to that, Senator, is this: That the sum available to 
the administration should be sufficient to leave it with plenty of room 
to turn around. I think we can trust the administration not to spend 
a dollar more on this undertaking than they need, oa they have 
already given evidence of their intention of giving this eat a thorough 
curryeombing in that they have served notice on the entire staff clear 
through from top to bottom that their connection ceases, as of, 1 think 


it is, March 5. 


SUGGESTED AMENDMENT 


Some without doubt after examination will be retained. But 1] just 
want to make sure that the administration has room to turn around 
with; that is, that it is not handicapped with regard to this important 
function. I would suggest two things, Mr. Chairman. I would 
suggest an additional $25,000 and I would suggest putting ‘‘adviser”’ 
in the plural. 

Chairman Brinaces. The $25,000 is what the House allowed. 

Senator FLanpers. Yes. I would suggest another $25,000, maxing 
it $50,000, and putting “advisers”’ in the plural so that if the adminis- 
tration decides on any particular type of organization, it will not be 
handicapped by the appropriation and the wording of the appropria 
tion. 

Chairman BripGes. Senator Flanders, is this the group that 
Leon Keyserling headed? 

Senator FLranpers. Yes. He is no longer there 

Chairman Bripces. He has been dismissed? 

Senator FLanpers. He resigned January 19. There is a blank in 
the February issue of Economic Indicators that says, “The Council of 
Keonomic Advisers, , Chairman.”’ 

Senator Ferauson. Do you know how much termination pay he 
took out of this fund? 

Senator FLANDERS. I have not the slightest idea. I have no doubt 
he got all that he was legally entitled to. I do not think he shaded 
that by a cent. 

Senator Corpon. Mr. Chairman, I note the request is for $75,000 
to keep the present Council in existence to the end of June. That 
would be the months of April, May, and June; is that correct? 

Senator FLaANpErs. March, April, May, and June. 

Senator Corpon. That is 4 months if we were to cut that amount 
in two, which would represent the funds necessary for another 60 days 
what is the Senator’s view on whether he believes within that 60 days 
the administration could present to this committee and the committee 
of the House its views whether there should or ould not be continued 
the Council as set up by Congress? 
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PROPOSED STUDY 


I ask that because he serves on the joint committee. It seems to 
me that if we were to give an extra 60 days’ life to the Council, the 
administration would have that opportunity to make the study which 
Mr. Adams indicates in his letter they are going to make and to 
report to the committee, so that if it would then be advisable from 
the standpoint of the administration and the Congress to continue 
the Council, we would have an opportunity to make a further 
appropriation. 

If it were found some other type of appropriation should be made, 
at that time, we could make it. 

Senator FLANDERS. What the Senator from Oregon is suggesting, 
as I understand it, is that the $25,000 appropriated might be used up 
before June 30 provided the administration had a new plan and came 
in for a new appropriation; is that it? 

Senator Corpon. Not quite. The request is for $75,000 to con- 
tinue the present Council and the staff until the 30th of June. My 
suggestion is that we cut that in two and give the 60 days’ life and 
within that time perhaps a considered conclusion could be reached as 
to whether to continue the Council as such or to make an appropria- 
tion direct to the President and we could hear from the administration 
as to its considered views. 

Chairman Bripces. Senator Flanders, do I understand, that you 
favor an appropriation to the Council of Economic Advisers as 
such or do you favor it to the White House? 

Senator FLAnpers. I would be glad to follow the wording of the 
House bill provided the amount were raised and provided an s were 
added to the end of the word ‘adviser’ so as to leave the White 
House with room to go in any direction it wanted between now and 
June 30. 

Senator Ferauvson. Do you know, Senator, whether or not any 
fund will be left over out of the $225,000 we appropriated last year? 

Senator FLanpers. That I do not know. Like many other wit- 
nesses before this committee, I find that the members of the com- 
mittee can ask questions which I cannot answer. That is one of them. 

Senator Frercuson. I did not intend to ask one which you could 
not answer. 

Senator FLanpgErRs. That is all right. 

Senator Ferauson. I notice we in the last Legislature gave them 
$225,000, to remain available until March 31. 

Senator FLANpERs. Yes. 

Senator Ferguson. So it is really 3 months’ continuation. 

Senator FLanpers. That is right; it is three. 

Senator Ferauson. You would like at least to put plural in in- 
stead of singular? 

Senator FLanpers. Yes, and to make sure—I cannot give you the 
figures on this—but to make sure the continued publication of 
Economic Indicators is not jeopardized because its value is shown 
by its subscription list. 

Chairman Brings. Thank you, Senator Flanders. 

Senator FLanpgers. Thank you, Mr. Chairman. 
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FEDERAL SECURITY AGENCY 


STATEMENTS OF MRS. OVETA CULP HOBBY, ADMINISTRATOR; 
JACK B. BEARDWOOD, ASSISTANT TO THE ADMINISTRATOR; 
AND M. A. STEPHENS, BUDGET OFFICER 


INTRODUCTORY STATEMENT 


Chairman Brinces. We have here Mrs. Hobby, Administrator of 
the Federal Security Agency. I told Mrs. Hobby the committee 
would be glad to hear her this morning. We will be glad to year you, 
Mrs. Hobby. We are delighted to welcome you before this committee 
in your new role as Federal Security Administrator. 

Mrs. Hossy. Thank you, Mr. Chairman and members of the com- 
mittee. 

I thank you for the privilege of appearing as you begin considera- 
tion of appropriations for departments and agencies of the Govern- 
ment. Some of you I already know; others I hope to know very soon. 
I want to pledge each and all of you my fullest cooperation. Both in 
the executive and the legislative branches of the Government, we are 
trying to do the best possible job for the people of America. 

In managing the affairs of the Federal Security Agency, it is my 
intention to keep in the closest possible contact with Congress. Hav- 
ing been the daughter of a legislator, and having served quite early in 
my career as parliamentarian of the Texas legisl: ature, I appreciate 
the need for close liaison between the legislative branch and the various 
departments in Government. 

I am especially anxious to have opportunities for discussing the 
programs of the Federal Security Agency with the Committee on 
Appropriations. Today I am appearing before you not so much to 
testify on the items pending before you as to make your acquaintance 
and to establish a relationship [ hope will be cordial and which I am 
certain is essential to the public interest. I understand the significance 
of your responsibility to the Nation and shall attempt to lighten your 
burden by prompt and accurate information when requested. 

Principal testimony on the six items you are considering will | 
given by officials of the Federal Security Agency who are Tentiaatine 
the programs for which you are considering appropriations. They are 
here with me and are ready to testify. 


PAYMENTS TO SCHOOL DISTRICTS 


Before they begin however, there are several brief comments | 
should like to make. In respect to the payments to school districts 
affected by Federal activity, under Public Law 874, you will recall 
that the President urged in his state of the Union message that the 
needs of these school districts be met. There are, I understand, some 
school districts which depend upon this law for more than half of their 
funds—where large amounts of Federal property have been recovered 
from the tax rolls—and a substantial number which depend on the 
law for more than a quarter of their funds. I hope that after you have 
gone into the facts of the matter as deeply as you wish with the Office 
of Education, you will agree that the funds to complete the obligations 
of the Federal Government under this law should be appropriated. 
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OFFICE OF EDUCATION 


First, I should like to comment very briefly with respect to the 
estimate of funds for the Office of Education to carry out certain 
functions under the Veterans’ Readjustment Assistance Act. The 
Office of Education will explain the background and the justification 


for this estimate Because of some erroneous publicity, however, | 
should like to make several points of police; vy very’ clear so far as the 
Federal Security Agency is concerned. The limited functions, almost 


entirely of a consultative character, which the Office of Education has 
been performing, are in no sense an entering wedge toward any larger 
participation of the Office of Education in veterans’ education 
programs. While the Office of Education is willing to perform this 
function on behalf of the Veterans’ Administration to the best of their 
ability—and they believe they are performing a useful public service 

I can assure this committee or any individual or group, if such assurance 
is needed, that the Federal Security Agency does not want to step 
one inch beyond the meaning and intent of the law and the agreement 
drawn up under the law with the Veterans’ Administration. 


POLICY OF AGENCY 


The Office of Education will, under this law, if funds are appropri- 
ated, continue to render technical service and consultation to the States 
and the Veterans’ Administration. I assure the Congress that it will 
be the policy of the Agency to avoid at all costs anything which re- 
sembles Federal supervision or control over State educational insti- 
tutions and policies. Even if it weren’t prohibited by the Veterans’ 
Readjustment Assistance Act, that is the policy we would follow. Our 
principal business is not supervision; it is that of responding to re quests 
from the States for information and help as they develop their pro- 
cedures and plans for administering the standards set forth in the law. 

| hope these statements will clear away any possible misunderstand- 
‘ng on these points so that the Congress can devote its attention to the 
question of whether it regards as worthw hile the investment of money 
in technical assistance to the Veterans’ Administration and to the 
States in an effort to help maintain good standards and economical 
operation in veterans’ training programs. The Commissioner of 
Education is here to go into this matter as fully as you W ish, 


EFFECTS OF HOUSE ACTION 


Other officials are here to discuss the various estimates before you. 
| know you will give most careful consideration to them. While I am 
not, of course, able to speak with detailed personal knowledge of the 


estimates, I consider it my duty to give you the information they have 
given me concerning heavy layoffs that would result from House 
reductions both in the Bureau of Old-Age and Survivors Insurance 
and in the Office of Education. 

In the Bureau of Old-Age and Survivors Insurance, I am told that 
the result of the reduction of $2,360,000 in the appropriation would be, 
first of all, an immediate layoff of 600 people. Secondly, no vacancies 
occurring during the balance of the year could be filled. This will 
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I pledge you my fullest effort toward economical operation. I ask 
only that there be, if possible, full mutual understanding of the effect 
of proposed modifications in the estimates before final action is taken. 

When you begin hearings on the 1954 appropriations, it is my hope 
that you will permit me to offer a prepared statement that will outline 
my approach and position with respect to the Agency’s work. 

For that reason I will not take more time today, except to thank 
you for the privilege of being here and meeting you. In directing the 
important and highly diverse activities of the Federal Sec urity Agency y; 
I shall need your advice and guidance. I hope you will give it to me. 

If there are any nontechnical questions you may care to ask me at 
this time, I will, of course, be pleased to try and answer them. 

Chairman Bripees. Any questions of Mrs. Hobby? 

Senator Fercuson. Has this budget been gone over by Mr. Dodge? 

Mrs. Hossy. Sir, the budget directive that we have is for the 
upcoming budget. Whether or not the Director of the Budget has 
considered the supplementals, I am not in a position to say. 

Senator McCuietian. Mr. Chairman, I do not care to ask any 
questions. I simply want to compliment the Administrator. It is 
gratifying and reassuring to have this philosophy and policy stated in 
your initial appearance before this committee. I think I sense a 
change that will restore and strengthen confidence in the administra- 
tion of this agency and I congratulate you. 

Mrs. Hogssy. Thank you, Senator. 

Chairman Bripces. If there are no questions, we thank you, Mrs. 
Hobby. 

Mrs. Horry. Thank you, Mr. Chairman. 

Chairman BrinGes. I think it is only fair to resume with Mr. 
Williams and your department. You want to call the Commissioner 
of Patents? 

Mr. WriuraMs. If I may, please. 


DEPARTMENT OF COMMERCE 
PATENT OFFICE 


STATEMENTS OF WALTER WILLIAMS, UNDER SECRETARY OF 
COMMERCE; OSCAR H. NIELSON, DEPUTY DEPARTMENTAL 
BUDGET OFFICER; ROBERT C. WATSON, COMMISSIONER OF 
PATENTS; AND THOMAS F, MURPHY, ASSISTANT COMMIS- 
SIONER 


AMOUNT REQUESTED 


Chairman Bripces. Now, you asked in the supplemental request 
for $135,000. What did the House allow you? 

Mr. Warson. $100,000. 

Chairman BripGces. You are now seeking to justify the $100,000 
and ask for an increase of $30,000? 

Mr. Watson. That is right. 

Chairman Brinces. Will you make a statement what you would 
do with $100,000 and then proceed on the additional $30,000. 

Mr. Warson. I have prepared a written statement which I think 
is in the hands of the committee and a supplemental statement which 
is not yet in the hands of the committee. 





ol 


f 
\ 
} 
\ 
¢ 
r 


—— TT ee Oe oe 


| ask 
effect 
aken. 
hope 
utline 


thank 
i the 
ency, 
oO me. 
ne at 


rdige? 
the 
t has 


any 
It is 
ed in 
se a 


istra- 


Mrs. 


Mr. 


ioner 


| OF 
[ITAL 
. OF 
MIS- 


juest 


000 


ould 


hink 
hich 


SECOND SUPPLEMENTAL APPROPRIATION BILL, 1953 57 


Chairman Bringgs. The original statement will be made a part 
of the record. 
(The statement referred to follows: ) 


STATEMENT OF Rospertr C, Watson, COMMISSIONER OF PATENTS, RELATING TO 
SUPPLEMENTAL EsiIMATE FOR FiscaL YEAR 1953 
Supplemental funds are requested for the reason that, subsequent to the 
preparation of our original budget in September 1951, wholly unanticipated in- 
creases in charges for printing have been made by the Government Printing Office 
as follows: 


\. Increased charges announced by Public Printer in letter of Apr. 9, 


1952 $135, 000 

B. Additional increased charges announced by Public Printer in letter 
of Feb 16, 1953 30, 000 
This added expense cannot possibly be absorbed. The House Committee on 


Appropriations has recognized the need for additional funds in recommending 
$100,000 in H. R. 3053, after a hearing on February 5, 1953, concerning only the 
increased charges,set forth in item A. At that time we had no knowledge of 
additional charges mentioned in item B. 

If the funds requested to meet the additional charges are not appropriated, 
we will find it necessary to defer until fiscal 1954 the issue and printing of patents 
which should rightfully be issued and printed during fiscal 1953. This alternative 
would mean: (1) Shifting the cost of printing to the next year, with no real 
savings; (2) disruption of an orderly flow of work to the Government Printing 
Office, with resulting increase in costs to catch up on at Overtime pay rates; and 
(3) departing substantially from the custom of many years of issuing our patents 
when the applicant pays his final fee. 

Patent issues usually lag between 5 and 6 months behind allowances. We can 
fairly accurately determine the number of issues, therefore, which should be made 
under present practices up to the close of this fical year. The Patent Office 
has maintained a long-standing practice of issuing and printing patents in 4 to 5 
weeks after payment of final fee. The fiscal technicalities requiring the deferral 
of issues would hardly be recognized by the public as a reasonable explanation 
of the delay in issuing patents to which the applicants are entitled. 

There is also for consideration the added cost to the Covernment Printing 
Office, and, in turn, to the Patent Office, in that the Government Printing Office 
would be overstaffed during the latter part of 1953 to handle a diminished volume 
of printing, therefore increasing the cost of the restricted editions. Then _ too, 
during the first few months of the fiscal year 1954 the Government Printing Office 
personnel would be hard pressed to take care of the added burden and overtime 
would be required, thereby increasing the cost of printing of all patents deferred 
from 1953 to 1954. 

It is urged that the amended estimate of $130,000 submitted for this committee’s 
consideration be approved in order that there be no serious impairment in the 
orderly issue of patents and trade-marks. 





SUPPLEMENTARY STATEMENT OF RopertT C, Watson, COMMISSIONER OF PATENTS, 
RELATING TO PATENT OFrFicr’s NEED FOR ADDITIONAL PRINTING FUNDS 


A patent is issued by the Patent Office usually between 5 and 6 months after 
the corresponding application has been allowed. By law, the applicant must pay 
his final fee within 6 months after his application is allowed. A small number of 
limited deferments are granted upon petition by the applicants. On the average, 
however, we find that an applicant will pay his final fee about 4 months after his 
application is allowed. With certain limited exceptions, the Patent Office must 
issue a patent within 90 days after the applicant pays his final fee. This is also a 
requirement of law. Our experience shows that from 5 to 6 weeks are required, 
after the final fee is paid, to do all that needs to be done to have the patent 
printed, published in the Official Gazette, and available to the owner on a pre- 
designated issue date. 

We can, therefore, fairly accurately estimate the number of printed patents 
which will be distributed, under present practices, to their owners before the close 
of this fiscal year. Since the beginning of this fiscal year through the month of 
January 1953, we have issued a total of 25,546 patents. There were on hand at 
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Mr. W So s ilemental funds are requested for the reason that 
nce the preparation of our original budget in September 1951 wholly 
nanticipated increases in charges for printing have been made by 

the Government Printing Office as follows 


First, increased charges announced by the Public Printer in the 
letter of April 9, 1952. $135.000 


Second, additional increased charges announced by the Public 
Printer in his letter of February 16, 1953, $30,000. 

Senate KerGusOoN. Could I ask you there, when vou get these bids, 
vou just have to take them, no matter what they want to charge you? 
There is no dealing between you and this Printer as you would with a 


Mr. VW on. It is my understanding, Senator, that we are abso- 
ly helpless in that relation 


senator Ferauson. Did you go out and try to get private bids to 


Mir. Wats | think not, Senator. 

Senator Ferauson. Why not? 

Mr. Warson. It is my understanding, based upon my experience 
of 2 days as Commissioner, that we have no option in the matter, 
that the Joint Committee on Printing of the House and Senate directs 
hat procedure entirely 
In other words, they compel you to go to the 
Public Printer and then he compels you to pay the price he wants to 
‘ vou and the Congress has to appropriate the money ? 

Watson. That is right, as I understand it. I have here the 
two letters in question from the Public Printer which I would like to 
have intro. iced in the record 


Chairman Brincges. Fine. They will be received and made a part 


The letters referred to follow: 
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Unrrep SravTes GOVERNMENT PRINTIO Orric! 
Waal ng } Ba l ( ‘ Fe j 
Mr. T. B. Morrow 
Executive Office. I ted States Patent Office, D wriment of ¢ 
Washinato D. ¢ 
DEAR SIR effective December 1, 1952, it was necessarv to make ad 

in the rates for the patent work in order to bring then ‘ ith ‘ 
Ihe increase in the rate for specifications of patents and trade-marks attr 
itable to the need to produce some of this work on an overtime ba | 
volume of patent work for the fiscal year 1952, « pecially during the last quarter 
was the second largest since 1935. Our production capacity has since be 
increased to avoid any unnecessary overtime Should the volume of patent 
work remain constant and no increases are made in labor and materia t ma 
be possible to reduce our rates in the future. The decrease in the rate for 


Official Gazette is due to improvements made in copy handling 
The following table shows the old and the new rates for the patent work: 


Old page New ]} 
Official Gazette 311.00 ¢ 
Specifications of patent 9.10 
Specifications of trade-marks . 40 
Specifications of desig ; 20 


Very truly yours, 
Joun J. Deviny, Public Printer. 
By F. E. Cristorange, Comptro 


UnITEeED States GOVERNMENT PRINTING OFFIC! 
Washington 25, D. C., April 9, 1952 
Mr. T. B. Morrow 
Executive Office, United States Patent Office, Department of Comm 
Washington 25, D.C 
Drar Str: The Government Printing Office bas just granted wage increases 
to most all employees of the Office. This increase in our operating costs together 


with other cost adjustments makes it necessary for this Office to increase our 
charges on all patent work. It is expected that this will reflect an approximat 
7 percent increase in our billing for the patent work The following figures show 


the current rate and the new page rates 


| | 
Present rate | New rate 


Official Gazette per page $10. 55 $11. 00 
specifications of Patents do 8. 45 l 

Specifications of Trade-marks do 3.15 410 
Specifications of Designs de 3.15 20 


Effective with April jackets 
Mr. Donald Ellis, of your office, asked that this information be forwarded to 
you. 
Very truly yours, 
Joun J. Deviny, Public Printer. 
By F. E. Cristorans, Comptroller 


DETERMINATION OF CHARGES BY PUBLIC PRINTER 


Mr. Watson. They announce that by reason of raises in salary in 
the Government Printing Office and further by reason of increased 
costs which they do not specify, that hereafter, antedating the letter 
in some cases, our expenses are so and so, and we have no option but 
to appear before you and ask for an amount equivalent to that which 
the Public Printer has imposed upon us. 
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We are not asking for any further amount but only enough to cover 


that which the Public Printer has imposed upon us. I may say that 
at the hearing of the House that was held on February 5, Assistant 
Commissioner Murphy, who sits on my right, attended that hearing. 
Our original request of $135,000 was reduced by the Commerce 
Department to $100,000, which was granted by the House. 

Senator Fereuson. You mean the Bureau of the Budget reduced 
it from what? 

Mr. Warson. From $135,000 to $100,000. 

Mr. Nrextson. Mr. Chairman, the estimate of $135,000 was sub- 
mitted to the House committee and on the basis of the testimony 
before the committee and at the request of its chairman, the new 
departmental officials reviewed this item and it was curtailed by the 
$35,000. 

Subsequent to that, this letter that the Commissioner refers to was 
received from the Public Printer which would increase again the cost 
of printing this work for the Patent Office. 

Senator Fercuson. Has that been reviewed by the Budget Direc- 
tor? 

Mr. Nretson. That has been reviewed by the new departmental 
officials and was concurred in for submittal to your committee. 

Chairman Brinces. This occurred after the action by the House? 

Mr. Nretson. This occurred simultaneously, about the same time. 

Chairman BripGes. The House did not consider this? 

Mr. Nietson. They did not consider this $30,000. 

Senator McCLetian. You are not asking for restoration of any of 
the $35,000 that the House cut? 

Mr. Nretson. We are not asking for $35,000 restoration. This is 
subsequent action. 

PATENT PRINTING 


Senator MaGnuson. This is printing you are required to do by law? 

Mr. Nretson. That is right. 

Senator Macnuson. In other words, as you stated first, it is not 
only as you stated first but it is a duty you must do under the patent 
law to get these things printed, is that right? 

Mr. Watson. The Commissioner is required to issue patents. 

Senator Magnuson. You cannot cut down on the amount? 

Mr. Warson. As I understand it from the First Assistant Commis- 
sioner, the Commissioner is required to issue patents upon payment 
by the applicant of his fee but he may not be required to print them. 
I am not sure of that point. 

Senator Macnuson. The law says “‘publication.” I do not know 
how else you can do it. 

Mr. Murpny. Senator, the law says the Commissioner of Patents 
may print patents. The entire patent system, however, is dependent 
upon printing. If we did not print, we would not have a patent 
system. 

Senator Macnuson. If you did not make publication of patents, 
you would be in serious legal trouble? 

Mr. Murpnry. That is right. However, it might be possible for us 
to defer some of our issues which come out every week over into the 
next fiscal year. ‘The Commissioner has that in his statement. How- 
ever, that would be merely putting off the evil day of paying the bill 
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and would increase the unit cost because we would not be furnishing 
the Government Printing Office, and this particular section that does 
this printing, enough work. Therefore, they would have too many 
people toward the end of a fiscal year, while at the beginning of the 
next fiscal year they would have to work overtime and it would cost 
more money in the end. 


OUTSIDE PRINTING 


Senator Fercuson. Do you do any printing of these yourself? 

Mr. Murrny. We have some printing done on the outside. That 
is to say, title 44 of the United States Code says that all printing 
must be done by the Government Printing Office unless it is waived 
by the Joint Committee on Printing. Now, they do waive in the 
case of the color work done in connection with our plant patents. 
That is done by a private contractor. They do waive the photo- 
lithographic work in connection with the drawings, which is also done 
by a private contractor and also they waive in the case of reproduc- 
tion, that is to say, when we reproduce a patent later—and the patent 
may have issued as far back as 1880—we have that work done by a 
private contractor. 

Also, during the last 2 or 3 years we did get outside prices, a matter 
about which Commissioner Watson probably does not know, and we 
did find that we could save about $360,000 a year if we had an outside 
printer do the work. 

Chairman Bripeges. That is very interesting. If private industry 
can do that for our agencies at a saving of $360,000, do you not think 
you should look into it? Do you not think the Congress should? 

Mr. Murpuy. We did look into it, Senator, and we got the prices 
but we were not permitted to have it done anywhere else because 
title 44 of the code—— 

Chairman Bringgs. I think that is something that this committee 
and certainly the Committee on Government Expenditures should 
look into. iI think that is one thing perhaps we had better transmit 
to them. If we are here to save money and private industry can do 
something for $360,000 less than the Federal Government, certainly 
in my judgment private industry should be doing it. 

Mr. Murpny. We would have to be sure, of course, Senator, that 
if we accepted that price and then the Government Printing Office 
went out of business so far as printing our patents is concerned, that 
that private contractor would continue year after year to do the 
work. It could be that he might himself have a monopoly if he were 
the only one who could do it. 

Senator Fereuson. Do you try to get back from the public the 
cost of this printing? 

Mr. Murpuy. We do, Senator. 


COST PER COPY 


Senator Frereuson. Now, will you increase the patents that go out, 
the copies of the patents, because of this increase? 

Mr. Murpny. The cost of them? 

Senator Ferauson. The cost of them. 

Mr. Murpuy. That would have to be done by statute. 

Senator Fereuson. Does it have to be done by statute? 
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Mr. Murrny. We raised the price once from 10 cents, approxi- 
mately 5 years ago, to 25 cents. 

Senator Fercuson. You did that without statute, didn’t you? 

Mr. Mureny. No, that was statutory. There are some adminis- 
trative charges, for example, that we did raise recently, such as photo- 
stating, when we raised it from 20 cents a page to 50 cents a page. 

Senator Ferauson. Did you do that without statute? 

Mr. Murrpny. Yes. That is one thing we could do. 

Senator Fercuson. Will you come up and ask Congress to give you 
legislation allowing you to increase the cost of these pa»ents? 

Mr. Murpuy. We did ask that 

Senator Frerauson. Will you try to save this increase from the— 
for the taxpayers? Why should not the public pay for these? 

Mr. Murpny. That is a policy question, I think. 

Mr. Warson. Senator, the library function of the United States 
Patent Office is the greatest source of technical information in the 
world in my opinion. 


PATENT PRINTING ORDERED BY RUSSIA 


Senator Fercuson. I am familiar with that part, but I am also 
familiar with the fact that Russia has on occasion ordered many 
thousands of these patents printed. Why should not they help to pay 
this increase rather than to have the taxpayers pay? You see, it is 
not the poor people that are buying these patents. These patents are 
going out to large corporations that can afford to pay the printing 
bill of the actual patent itself. 

Mr. Warson. Not entirely, Senator. 

Senator Ferguson. I know it is not entirely, but if you will check 
your mail, I am satisfied the overwhelming number go to patent 
lawyers and Jarge corporations, all kinds of corporations. 

Mr. Warson. That is true. After many years of practice I have 
become Commissioner and I know the type of person who buys these 
patents. 

Senator Fercuson. He certainly can afford to pay the cost of them. 

Mr. Warson. They are large corporations to a considerable extent, 
but they go to persons of every walk of life throughout the whole 
United States, and the cost to them should not be prohibitive. 


SUBSIDIZED PRINTING 


Senator Fercuson. At least it should be the actual cost. Do you 
think we ought to subsidize that printing? 

Mr. Warson. I do. I think that the library function of the—— 

Senator Frercuson. This is different from putting them in the 
library as far as 1 am concerned. You could give them to the library. 

Mr. Watson. The library in a broad sense is a reference place and 
the United States Patent Office has an enormous searchroom in which 
persons come and search. They find patents in which they are inter- 
ested and they order copies of those patents. Now, those persons are 
not all representatives of rich corporations. 

Senator Fercuson. I know they are not, but do you not think 
you ought to have an increase now if the Government Printing Office 
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is going to cost you more money to print them? Shoulk L not the price 
of that article, like the price of any other article, go up? 

Mr. Watson. I think the Patent Office will have to stand up and 
be counted together with everyone else in our economic way of life 
It may be that an increase in patent fees and cost of copies is war- 
ranted, but I am not prepared today to make that recommendation. 

Senator Fereuson. We have this matter before the Judiciary Com 
mittee on occasion 

Mr. Watson. I think it ought to be studied varefully. 

Senator Fereuson. It appeared to me that this cost ought to be 
borne by the general public rather than the taxpayers. 

Senator Corpon. What is the fact as to whether when the Congress 
raised the price from 10 cents to 25 cents, as I recall it, was there any 
sharp decline in the number of patent purchases? 

Mr. Wiuttams. May I head up this part of the discussion? 

Senator Corpon. That will tell me whether we ought to raise the 
price. Nobody has to buy a patent. If he is interested in the sub- 
ject matter, we do not want to cut him off by putting the price too 
high. On the other hand, we have here the experience record. You 
sold the patent at a low price. You increased the price. There has 
been a call since then. Relatively, what is the difference? 


PRINTING AND REPRODUCTION 


‘ 


\lr. Murpny. May I attempt to answer that? Senator, there are 
two different prices, too, by the way. The cost of printing the orig- 
inal issue is one thing. That is printed by the Government P aa 
Office. That is a little bit more than the 25 cents that we get for | 
Now, the reproduction cost, Senator, is less than 25 cents and hits v we 
make money on reproduction. 

Senator Corpon. Even at this increase? 

Mr. Murpny. Yes. You see, that is concerned only with the 
Government Printing Office. That is not concerned with the private 
contractor. 

Senator Corpon. I am not clear on that 


PROCEDURI 


Mr. Murruy. Now, tomorrow is Tuesday and we have an issue of 
patents going out. We will print of that first issue 104 copies. They 
are printed by the Government Printing Office. Now, we may have 
a great demand for some particular one of this issue and it will be sold 
out. Therefore, we will have to reproduce the patent. That will be 
done, not by the Government Printing Office, but by a private con- 
tractor 

Now, the private contractor does it by a photographic reproduction 
process and it is less expensive than the original issue mdinly because 
there is no typesetting. I think the cost of reproduction is now about 
12 cents apiece in lots of 50 copies. So therefore, on those, and also 
on the great numbers that the Russians probably buy from us, the 
smaller price of 12 cents prevails and we make money on them 

Senator Ferauson. Why should you not figure the two together? 

Mr. Murpny. We do. 
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Senator Fercuson. And at least break even. 

Mr. Murpuy. I think we do break even. 

Senator Fercuson. If this increase goes in and you do not raise 
them, you are not going to break even, 

Mr. Mureny. It means we are paying more to the Government 
Printing Office, of course, but if we sell a larger quantity of those 
which are produced by the private contractor, we probably do even 
out in the end on the cost of copies 

Senator MaGnuson. You do not keep what you take in? You turn 
it over to the Treasury? 

Mr. Murreuy. That is right. 

Senator Macnuson. That is the difference. If you start looking 
at the two figures, they may break even for you. 

Mr. Murpuy. For all types of patents—yes—including the original 
stock and the photographically reproduced stock of soft copies of 
patents, as we call them. But the original issue, that 104 copies, they 
cost us more per unit than the reproduced ones that are done by 
Columbia Planograph Co. 


FURTHER DISCUSSION OF FINANCIAL STATUS 


Senator Frerauson. Will you give us the figures this year as to 
whether or not you are losing money on this project and whether or 
not if we give you this money you will break even or whether we will 
have to subsidize you to this amount? 

Mr. Wiiuiams. I would like to have a minute or two with respect 
to this subject because everything you are talking about now we have 
been wrestling with in our special committee which has been reviewing 
the budget of the 26 offices and bureaus in the Department of Com- 
merce. This whole question of buying from outside printers and 
private printers, we have been wrestling with that one. 

Now, this question of can we make the Patent Office more nearly 
pay for itself, the day before yesterday, Thursday or Friday, when we 
had a meeting of the patent group, I personally requested them to come 
in with an outline of what our charges have been for different things 
within the Patent Office over a period of several years and see whether 
that curve of charges has kept pace with mounting costs otherwise, 
so 1 think as we come to enter into the 1954 budget figures for the 
full-dress rehearsal, these very points we are discussing now will have 
been given very careful consideration by the different offices, inc ‘luding 
the Patent Office, and I think we will have full information then on 
which to base such discussion. 

Chairman Bripces. Any further questions on the Patent Office? 

Senator Corpon. | think I understand this. The original supple- 
mental came in as a result of an earlier increase in charges by the 
Government Printing Office. That specification went to the House 
on the basis'of that first incresse. While the matter was pending in 
the House you had the second letter with a second increase and this 
request here is on account of the second increase in charges by the 
Government Printing Office. 

Mr. Watson. That is right. 

Senator Frercuson. Mr. Watson, do you know of any place in the 
Department now that you cut expenses to can cover this last $30,000 
under the Dodge order that you were not to reemploy people without 
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going to him for advice on it? Do you think it is possible between now 
and the 30th of June to save $30,000 out of other funds so that you 
do not need this? 

Mr, Warson. I think it cannot be absorbed. 

Senator Ferauson. Even though you give this, will you try 
absorb it so you will have this for surplus for 1954? 

Mr. Watson. We will make every effort to that end, 

Chairman Bripcrs. Any other questions? 

There are several Senators who desire to be present on the road ques 
tion. We will take that up as No. 1 this afternoon when the com 
mittee convenes at 2 o’clock. 


DEPARTMENT OF STATE 
WITHDRAWAL OF REQUEST 


Chairman Brivces. I have a letter here from the Department 
of State. It states that after further consideration. they state 
they do not need the $360,000 previously requested and which 
was denied by the House, but that they do need the $2,500,000 
for the Falcon Dam on the Rio Grande River which the House 
approved. The letter, in effect, says that pursuant to instructions 
from the committee they have made a review of all their 1953 appro- 
priations and $1 million can be saved and deducted from the pending 
bill by substituting language transferring $1 million from the 1953 
appropriation for the information program. 

Now, therefore, the Falcon Dam, as the committee knows, is 
something this committee and the Congress authorized. This is 
a payment on account until it is built. So I do not see. unless you 
would like to question them, the necessity of having them com 
before the committee, if they want to withdraw their request for 
the $360,000, which they do. 

Secondly, they ask for the appropriation on account on the Falcon 
Dam and agree to transfer $1 million of it from the information 
program, which I think would be money effectively saved. 

Senator FerGuson. In other words, we are putting that infor- 
mation money in the construction of a dam? 

Chairman Brinass. Yes. : 

Senator Ferauson. That is a good idea. Because we would 
have to furnish the money anyway for the dam. 

Chairman Bripces. Unless there are objections, we will not call 
them and we will make this part of the record 

(The letter referred to follows:) 

DEPARTMENT OF Stare, 
Washinaton. Fe bruary 23, 1958 
Hon. Sty.es Bripces, 


Chairman, Committee on Appropriations, 
United States Senate 


My Dear Senator Bripces: The Second Supplemental Appropriation Act, 
1953, contains three items requested by the Department of State. 

Two items under the activities financed by the appropriation ‘Salaries and 
Expenses, Department of State’? cover $196,000 for additional staff required to 
carry out the so-called McCarran-Walter Immigration Act and $164,000 for 
increased costs of conducting our diplomatic and consular activities with Czecho- 
slovakia as a result of an unfavorable exchange rate development 
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\fter a comprehensive hearing by the responsible subeommittee of the House 
Appropriations Committee, it was the decision of that body as contained in the 
committee report that 

om * The regular 1953 act provided $76,000,000 for ‘Salaries and 
expenses,’ and the committee feels that by reprograming the Department should 
be able to absorb the additional expenditures necessary for the above purposes.”’ 

Since the Department is presently undertaking a complete review of its resources 
and programs to determine the savings to accrue from the President’s current 
economy directive, it would not be consistent to testify at this time that the 
equirements for these purposes could not be met from available appropriations. 
he request for consideration by vou and your committee of these two items is, 
therefore, respectfully withdrawn 

Che third item represents a request for a supplemental appropriation for $2.5 
nillion to cover the stepped-up contractor earnings in the construction of the 
Faleon Dam which, under the terms of the water treaty of 1944 between this 
(;overnment and Mexico, must be completed by November 1953. In effect, this 
is an expenditure which must be gaged bv accomplishment rather than adminis- 
trative control or programing. 

The importance of congressional approval of this item in terms of the policy 
of the new administration is outlined in the letter from the Under Secretary of 
State, Walter B. Smith, to the House subcommittee, copy attached. Your favor- 
able action on this request will be appreciated. 

You may wish an expression regarding the action of the House in providing 
funds for the security and lovaltv investigation of Americans engaged in the 
United Nations activities through transfer from the 1953 appropriation for inter- 
national information and educational activities. As requested by your committee 
staff, I have completed a preliminary analysis of our projected budgetary position. 
(As a result, I find that not only is the above transfer feasible and appropriate, 
but that an additional! $1 million is available under the same appropriation to 
be applied, if your committee so desires, against the request for $2.5 million for 
the Faleon Dam 

Sincerely yours 
Epwarp B. WILBER, 
Budget Officer. 


Fenrvary 9, 1952 
Ho CLIFF CLEVENGER, 
Chairman. Subcommittee to De partment of State, 
Committee on Appropriations, House of Rep esentalives. 

My Dear Mr. CLEVENGER: In the recent hearings on the 1953 supplemental 
budget request for the International Boundary and Water Commission, vou 
nquired whether this budget item was in accord with the program of the new 
administration 

The supplemental funds are required in 1953 in order that this Government 
mav continue construction of the Falcon Dam at a rate which will insure its 
completion by November as stipulated in the Mexican water treaty of 1944. 

[It is, of course, essential that this Government fulfill its treatv obligations, and 
vour favorable consideration of this budget request will be very much appreciated. 

sinceretyvy yvours, 


Watrer B. Smiru, Under Secretary. 


Senator Fercuson. We are going to get concrete instead of words; is 
that it? 

Chairman BrinGss. Yes. 

Then, the committee will recess until 2 o’clock this afternoon. 
We will try to cover as much ground as we can from 2 o’clock on. 

(Whereupon at 12 noon, a recess was taken until 2 p. m.) 
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\FTERNOON SESSION 
DEPARTMENT OF COMMERCE 
Burrau or Pustic Roaps 


STATEMENTS OF WALTER WILLIAMS, UNDER SECRETARY OF COM- 
MERCE; OSCAR H. NIELSON, DEPUTY DEPARTMENTAL BUDGET 
OFFICER; THOMAS H. MACDONALD, COMMISSIONER; C. D. 
CURTISS; DEPUTY COMMISSIONER; AND J. C. ALLEN, BUDGET 
OFFICER, BUREAU OF PUBLIC ROADS 


ACCESS ROADS 


Chairman BripGes. Come to order 

We will start on Access Roads this afternoon. Senator Hayden 
wanted to be here when this was heard. Will you tell us the program? 

Mr. WiuuiaMs. | think we will let Commissioner MacDonald lead 
off 

Chairman Bringes. All right 

Mr. MacDonatp. Mr. Chairman and members of the committee, 
| have a short general statement that I offer for the record 

The statement referred to follows: 


ACCESS ROADS, $23,000,000 





\ supplemental estimate of $23,000,000 for access roads of which $8,000,000 is 
or liquidation of contract authority is being requested so that work may be srarted 
some urgent access-road improvements he access-road program is totally a 
lefense program of an emergency character All access roads are certified by the 
Secretary of Defense or other officials designated by the President as being in 
portant to the national defense. ‘They are public roads outside of but servings 
iccess to plants of the Atomie Energy Commission, to defense installations, to 
ranium deposits, and to other sources of strategic raw materials 
Appropriations and contract authority totaling $31,500,000 have been full 
illotted to projects with the exception of a small reserve for contingencies Phe 
total amount available as of February 9, 1953, was $23,500,000 short of the amount 
needed to provide for access-road projects that are now certified by the Depart 
nt of Defense or defense agencies as important to the national defense Fund 
are also not available for projects estimated to cost approximately $5,700,000 nov 
referred to appropriate certifying agencies for action. In addition, field investig 


ns are being made at 139 installations to determine access-road requirements 
Recent experience indicates that approximately 70 percent of these projects will 
ve certified as important to the national defense $v the end of this fiseal vear it 

anticipated that requests by defense agencies will be made to the Bureau of 
Public Roads for investigation of access-road deficiencies at 100 additional ir 
stallations 

The Bureau of Public Roads acts as a service organization in connection with 
this program. An application for access road improvements to military installa 
tions comes from the Defense Department or from the commanding officers of 
the installations. In case of access roads to atomic energy installations and 


iranium mines the requests come from the Atomic Energy Commission. Requests 
for access roads to mines come from the Defense Minerals Administration. These 
roads are generally of a very low-type construction. Applications for roads to 


open up additional stands of timber come from the Forest Service. On-the-site 
inspections and surveys are made to determine need and basis of recommendations 
to appropriate certifving agencies Only projects certified as essential to the 
national defense are constructed. 

Excellent cooperation has been obtained from the States in the financing of 
access-road improvements. Only about 25 percent of total funds allotted to 
projects that serve an important access function come from this special access- 
road appropriation which finances certified projects. Many access roads are being 
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financed w 


1 wit funds alone or as regular Federal-aid projects with State and 
Federal-aid funds. Since the Korean conflict 833 road projects on w 


State 


hich at least 


25 percent of the traffic is gx nerated by defense activities in the vicinity have 
meen programed providing for the improvement of 4,190 miles. The total] of 
ail classes of projects as of January 1, 1953. was estimated to cost $219,261,776, 
of which $96,896,182 is State or local funds, $66,391,566 Federal-aid funds, and 
$55,974,028 access road f inds 

In order to take ad\ antage of the full construct on season it will be necessary 
to let contracts early in the spring. The supplemental estimate of $15,000,000 
will provide for about one-half of the projects certified and unfinanced or referred 
lor certification as of this date 


AMOUNT REQUESTED 


Mr. MacDonaxp. This additional $15 million is the balance of an 
item of $23 million that was submitted to the House, $8 million of 
which was for contractual authority and action on the $15 million 
was deferred until the present administ ‘ation could have an oppor- 
tunity to review the projects that it covers 


The item has how been reviewed and is approved for submission 
to this com? tT 


rOTAL PROJECTS 
This is a continuing operation that seems to grow larger rather 
than smaller. We have now under the access-roads program 833 
individual projects and 139 under investigation. The point that I 
would like to stress particularly is the high degree of cooperation that 
the States have given the work in providing from State funds and 
irom State and Federal aid funds for the improvement of roads that 
can. bi prope rly termed access-road projects 
We ri quire not less than 25 percent of the total traffic to be gener- 
ated by the installation, of whateve r nature, before the road is termed 
an access road. We have in this total of 833 projects 285 that are 
access-road proj cts, financed from access-road funds We have 298 
projects financed as Federal-aid projects with the initiation by the 
tates and 250 that are State or local projects without Federal funds, 


DEFINITION OF ACCESS ROADS 
Chairman Bripces. So the committee will have it clear. Com- 
missioner, will you define for us in a few words what you mean by 
access roads and how they differ from other Federal highways, 
Federal-aid highways, and so on? 

Mr. MacDona.p. The access roads are roads that serve a defense 
installation of some character. It may be a source of raw material 
such as we have in some areas of Utah and areas in the West where 
large mileages of low-cost truck roads are necessary to bring out 
uranium, or it may be a road sery ing a plant like the atomic energy 
plant in South Carolina or the proposed plant in Ohio. 

We determine a road an access road when the traffic using the road 
is not less than 25 percent generated by the installation. Of course, 
that brings into the access-road class many miles of the regular Federal- 
aid system. But always connecting to the Federal-aid or State road 
system are the short connecting roads. Our access roads average, up 
to the present time, about 5 miles and actually they are less than that 
In Many cases 
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Chairman Brinces. Access roads, then, are special situations 
Money is allocated for them as a result of the special situation and not 
on the established formula which the Bureau of Roads for so long has 
had with the State; is that correct? 

Mr. MacDonatp. Yes, that is correct. But to the extent possible, 
however, the roads that are an improvement that serve these installa- 
tions are being built as regular projects on the established formula. 

Senator McCarran. What percentage of your appropriation goes 
to access roads? Could you give us that? 

Mr. MacDonaxp. Up to the present time, Senator, we have had 
$31.5 million available. Of the roads that are classified as access 
roads here, only 25 percent are now financed from access-road funds; 
the other 75 are either from State funds alone or State and regular 
Kederal-aid funds 

Senator McCarran. In other words, there is no percentage that ts 
actually allocated to the access roads? 

Mr. MacDonaup. No, sir. 

Senator McCarran. The access road comes by reason of necessity 
due to an objective sought to be brought to market or brought to 
process? 


DETERMINATION OF ACCESS ROADS 


Mr. MacDonatp. Yes, the process of arriving at an access road 
is about like this: The chief of the installation or the person in charge 
where road conditions are inadequate to take care of the traffic 
makes application to one of the field engineers of the Bureau, the 
district engineer or the division engineer; an examination or report, 
together with the testimony of the people at the installation, is taken 
and that report is sent in to the Washington headquarters; we refer 
the data to the certifying agent for the Defense Department; the 
Transportation Corps represents the three branches of the service 
Also the Defense Materials Procurement Agency and the Forest 
Service have authority to certify access-road projects. The determina- 
tion is made by one of these three certifying agencies as to whether 
the road shall be certified as important to the defense or not. 


RELATION TO NATIONAL DEFENSE 


Senator Haypen. Its importance to the defense is the critical ques- 
tion. Ifit is not important to the national defense, they do not get the 
money. If it is, they do. Take these uranium deposits that are 
found in the Four Corners Country where Arizona, Mexico, Utah, and 
Colorado join, very far in the interior. The uranium was badly de- 
sired and to get it out they had to have some kind of trucking road. 
So they made appropriation for an access road and built it. 

The same way with the manganese deposits I know of elsewhere. 
They establish a stockpile for manganese ores and to get them from 
where it is located in the mining country down to the place where the 
stockpile is, it is necessary again to build a road, at least a trucking 
road. But it is because the manganese is needed for the national 
defense you build the road. 

The same way with respect to the forest. If timber is needed for 
national defense, you are justified in going in to get it. 
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Chairman Bripcrs. Mr Commissioner, in order to clarify this, you 
ask for $185 million for Federal-aid highways and the House gave you 
this, composed of $72,500,000, the remainder of the amount authorized 
to be appropriated for the fiscal year 1951. and $112,500,000. a part of 
the amount authorized to be appropriated for the fiscal year 1952. 
They have granted your request. You have nothing further to say to 
us on that. Instead. you stand behind it unless we have questions. 

Mr. MacDonatp. We stand behind it and have a high sense of 
urgency in this matter. Wo owe the States about $55 million today, 
Mr. Chairman 


Chairman Bripgrs Now, the House gave you $8 million for access 
roads; did they not? 

Mr. M ACDONALD. Yes, sir. 

Chairman Bripgrs. And for liquidation 
access roads. Now. 
roads? 

Mr. MacDonatp. Yes, sir. We 
$23 million in the budget estimate. 

Chairman Brivces. The Bureau of the 
million, the House eliminated $15 million, 
instructions to liquidate the previously 

Mr. MacDowx ‘LD. That is right. 


of previously authorized 
did you request more money than that for access 
requested much more, but we had 


Budget approved $23 
and gave you 8 with 
contracted projects? 


REVIEW BY NEW ADMINISTRATION 


Mr. Niztson. Mr. Chairman, | 
ment here. The House Appropri 
of the hearing asked the Departn 


think I would like to make a com- 
ations Committee during the course 


lent to present to them a statement 
that these projects had the approval of the new administration, At 


that particular point a letter was inserted in the hearing that the new 
administration had not had an opportunity to completely review 
those projects and they could not approve them at that time until 
such time as they had been reviewed. 

Subsequent to that. a rev lew 
ire Now presenting to you here 
$15 million 

Senator McCarran 


Mr. Nretsowx 


ment. 


has been made of these projects. We 
for consideration the request for the 


On review that approval was had? 

On that review that was approved by the Depart- 
Chairman Bripgrs This review has taken place since the House 

committee action? 


Mr. Nre.son. That is correct. 


JUSTIFICATION FOR REQUEST 


Chairman Bripges. The House allowed $s million, and now you 
come in and say to us, “we have the data to back up $15 million 
more.’’ Of course, we are in the position, as we always are with the 
House, of having cuts made and then there is supplemental informa- 
tion coming in for However, you go ahead 
and as briefly ation for the additional $15 
million. 

Mr. MacDonanp. Mr. Chairman, we have now certified projects 


and projects referred for certification of nearly double the amount 


us to restore the figure. 
as possible tell us the justifie 
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that would be supplied by the $15 million. We are very inadequately 
financed to take care of the access road program and with this addi- 
tional $15 million we will not be able to do more than half of what 
appears to be required at the present time. These projects are 
developing at an almost uniform rate of $2.2 million a month and 
have been so for the last 17 months. We have received an average 
of about 27 requests per month for investigations of installations, .of 
which 10 have been rejected. In other we rds, more than 30 percent 
are rejected as not qualifying and we are attempting to concentrate 
on those projects that are the most important. 


PARTICIPATION BY STATES 


Senator McCarran. Mr. Commissioner, what part, if any, does 
the State play in the approval of those access roads? In other words, 
does the State organization, the highway commission of the State, 
first go over them and report to you approvingly or disapprovingly 

Mr. MacDona.p. Practically all these investigations in the first 
instance, engineering investigations, are made with the States, Senator, 
and we continue to work with the State in the same manner as we do 
with the regular program. They do the engineering and let the 
contract. 

Senator McCarran. In other words, the agencies work together 
on these access roads as well as on the other roads? 

Mr. MacDonaup. Yes, sir; in exactly the same manner as the 
regular program. 

Senator Dirksen. You have nothing to say about the certification 
of the need 

Mr. MacDonatp. No, sir. 

Senator Dirksen. In other words, the Defense Establishment 
makes the certification and you simply accept the certification as 
such and then the mechanics of the thing are entrusted to you and 
the State road commissions? 

Mr. MacDona.p. That is correct, Senator, except that we have 
been placing a pretty high-powered glass over the original request and 
rejecting a considerable number as not being important enough te 
justify consideration as access roads. 


») 


TEMPORARY INSTALLATIONS 


Senator Dirksen. One thing that disturbs me about this is that 
we have made a lot of temporary installations over the country, we 
have a very fancy network of access roads from the highway. ‘They 
finally abandon the installations and there is a lot of concrete all over 
the landscape that won't produce anything and sometimes, because 
of its limited usefulness, there is an abandoned investment. Now, 
in addition to that, | see that you talk about 833 projects, you have 
139 more on which field investigations are going on, and at the bottom 
of page 1 you say ‘Investigation of access roads deficiencies at 100 
additional installations.’’ That would make 239, either because of 
deficiencies or original installation, in addition to 833 that have been 
programed. Is that a correct figure? 

Mr. MacDonacp. Of course, part of those under investigation will 
be rejected —I would estimate at least 33 percent. We are keeping 
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down to the low-cost construction and, looking through the list, we 
are only providing for the carrying of traffic at the very minimum 
cost. That is written into the instructions that we use a minimum 
improvement to carry the traffic. 

(The following information was supplied:) 

Examination of the records indicates that only 6 projects, all leading to per- 


manent installations and totaling about 10 miles of access roads, have been built 
of concrete This is out of a total of 1,523 miles. 


rYPE OF ROADS 


Senator Dirksen. What does black top cost per mile now as com- 
pared with concrete —just a round figure? 

Mr. MacDona.p. Two-thirds of it. 

Senator Dirksen. Yes. I notice there is a desire for nice white 
surface roadways when they can be had. 

Mr. Mac Don ALD. Yes. 

Senator Dirksen. Since you are up to $219 million in your estimate 
now, of which $122 million is Federal funds, I think the committee has 
a duty to go back and take a look at the original certifications. I 
suppose the Defense Department will be only too glad to get some 
choice concrete around unless those certifications are care fully looked 
at. But you have nothing to say about it or the State agencies; it is 
wholly up to the Defense Establishment, is it not? 

Mr. MacDona.p. We take the full responsibility for the type of 
road that is put in, Senator. Here are the specifications, just taking 
it from this list before me 


REVIEW BY NEW DEPARTMENT OF DEFENSE 


Chairman Bripces. Commissioner MacDonald, before you_ go 
further with Senator Dirksen’s question, I should like to ask you this: 
Do you not think that we ought to ask the new Defense Department 
leadership to review all the previous authorizations as they will the 
pending ones so that we will get their opinion as to the priority of 
importance? It appears to me that we will start consideration of 
access roads in the regular appropriation bill before action is completed 
on this supplemental request. I think we ought to have a priority list. 

Mr. MacDonavp. Mr. Chairman, Mr. Williams has documents 
here 

Senator Fercuson. Have they reviewed them all? 

Mr. Wiiuiams. First, there was the $23 million request. Of that 
$8 million was for contract liquidation, which we have taken care of. 
The $15 million we did not approve because we did not know anything 
about it. We wanted to go back and find more about it. We went 
back to the three agencies that will be involved—the Atomic Energy 
Commission, the Defense Minerals Administration, and the Forest 
Service—and we have from each of those three agencies letters sup- 
porting the projects which go to make up this $15 million. 

Senator Ferauson. Yes; don’t you need more than just letters? 

Mr. WiiuiAms. You mean in terms of the whole program? 

Senator Ferguson. Yes. You need a survey. Has anyone made 
a survey after the newadministration has come in? Surely, they have 
already certified it; that was known. Now they write a letter con- 
firming their certification. Isn’t there more needed? 
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we Mr. Wituiams. Well, speaking for at least one individual, some of 
im. us are new at this business. We would like to ask counsel from you. 
im How further would we go rather than to impress upon those who have 


to defend it from a defense standpoint that we must have supporting 
information? How else would we do it? 


er Senator Fercuson. You just get letters. You don’t get support- 
uilt ing information. Don’t you have an order now that construction 


was to cease, new construction was not to take place until you looked 
thoroughly into the matter? I understood that the Dodge order. 
made it that no new construction would go ahead. Now, wouldn't 
these roads be included in that? 


7 Mr. WiiuiaMs. Yes, I would think so. 
‘te REVIEW BY BUDGET DIVISION 

Senator FrrGuson. Has the Budget Director reviewed this? 

Mr. Wiuuiams. Again, | am groping for an answer to your question, 
ve because I do not know—I am too new at this business—but at Com 
* merce we would hardly have facilities to investigate the defense 

needs, would we? 
he Senator Ferauson. The Defense Department ought to make a 
d survey again. You see, all you do is to get the letter which merely 
- confirms what originally they had asked for. 

Mr. Wruiiams. We raise with them the very basic question: Is 
of this thing necessary in the light of the Dodge letter? 

1S Senator Ferauson. What have you to show us that it is necessary 

other than a letter saying it is necessary, the conclusion? 
Mr. WitutamMs. We have nothing but the letter and what the letter 
contains. 
= Senator Frercuson. Nothing but the conclusion. 
a Mr. WixuraMs. That is right. 
it Senator McCarran. What, please? 
a. _ Mr. Witttams. W hat the letter contains and the supporting 
if information. ; 
f Senator Maenuson. W ould that not be the Defense Department 
d rather than Mr. Williams’ department, because he can not pass on 
the defense features? _ By (eo OG: 
; Senator Frerauson. Yes, but he is making the justification. 
. Senator Magnuson. But he would have to get the information 
from the Defense Department. 
t 
, COMPOSITION OF ROADS 
5 Senator Dirksen. Are any of these roads unsurfaced which you 
install? They are all surfaced roads, are they not? 
) Mr. MacDonatp. They are all surfaced, but they may be surfaced 
with gravel or a bituminous surface treatment. 


r Senator Dirksen. They are not loose gravel; they are all surfaced 
like black top or macadam? 

Mr. MacDona.p. Yes, sir, except truck-trail roads. 

Senator Tuyre. There is some gravel, as I understand it. 

Mr. MacDonatp. Yes, but not uranium roads or roads of that 
character. They are just bulldozed trails. 
: Senator McCarran. By “surface” you do not mean black top in 

every instance or concrete either? 
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Mr. MacDona.p. No, sir. We have many miles of roads out 
through the Utah-Arizona areas that are just bulldozer trails. They 
are kept in condition for truck operation. We have a complete en- 
oimeering report on every mile of road that has been offered as a 
project. We have the case of the new atomic-energy plant in Ohio. 


STUDY OF PROJECT 


Senator McCarran. Mr. Commissioner, there must be somewhere 
an estimate of the value of the end product sought to be brought to 
market or to process, and there must be somewhere a study as to the 
life of the project, as to the amount of material that is there, how long 
it will last, so that vou and the State working together may determine 
what kind of road you will put in. In other words, vou would not 
put in a concrete road for a project that had only a life of 60 days or 
something of that kind. So, somewhere there must be information. 

Mr. MacDona tp. Yes; this all starts, Senator, with a very com- 
plete engineering report by the district engineer, which is reviewed by 
the division engineer before it comes in in the first place. We have a 
complete engineering study of the use of the road that is expected and 
the full details as to the cost and the materials available, everything 
that we can write in an engineering report is available. 

Senator McCarran. It seems to me the answer to the question is 
locked up in that 

REQUEST FOR REPORTS 


Senator Corpon. What size would one of those reports be, what 
number of pages? 

Mr. MacDona.p. Some of them are a half-dozen pages. Most of 
them are about four pages. 

Senator Corpon. Could you furnish them to the committee for 
those of the committee who are interested to look at them to see the 
basis of the requests and the character of the road that is there? | 
expect it would be a rather tedious examination. I suppose there 
will not be many of them made, but the information will be here. 

Mr. MacDona.tp. We will be very glad to furnish them. We have 
these lists broken down, the types of improvement, locations, the use 
that is being made of them, the number of people at the installations. 
We have not felt that that list was too wise to publish. 

Senator Corpvon. If you will furnish it to the committee, we will 
certainly see that it is not made public and those who are interested 
can take a Jook at it 

Mr. MacDonatp. We will be glad to furnish it. There are 833 
projects under way now and 139 that are being investigated. 

Senator Corpon. Between the whole body of the committee, we 
might be able to look at 33. 

Mr. MacDonatp. They are entirely available. 


FISCAL 1954 AUTHORIZATION 


Senator Ronertson. What is the authorization for fiseal 1954? 
| am talking about the total road program for fiscal ’54. What is 
the total authorization for fiseal ’54? 

Senator Haypen. You mean Federal-aid highways? 
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Mr. MacDonatp. $575 million. That is regular Federal aid. 

Senator Roserrson. Have you already apportioned all of that 
fund? 

Mr. MacDona p. Yes, sir. 

Senator RoBertTson. So it will be useless for Congress when they 
vet into a budget-cutting humor to look at that $575 million; we are 
already committed on that for fiscal vear 1954? 

Mr. MacDona pn. If you keep faith with the States; ves, sir. 

Senator Roperrson. Thank you. 

Senator YounGc. Will all of the States be able to match that 
program? 

Mr. MacDonap. Within the time limit; ves, sir. At least we 
anticipate they will. They always have. 


TIME LIMI'1 


Senator Ferauson. What is the time limit? 

Mr. MacDona.p. Two years after the year for which the au- 
thorization is made 

Senator YouNG. Some States will not be able to make it. 

Senator Fercuson. Of course this access-road money is on a 
different basis 

Mr. MacDona.p. Yes, sir 

Senator Frerauson. This is not matched, or is some of it matched? 

Mr. MacDonatp. Yes. 

Senator Fercuson. How much of this you are asking for now, the 
$23 million, is matched? 

Mr. MacDona.p. Of the 833 projects, costing total of $219 million 
55,974,000 is the access-road fund that would be 
Senator Frereuson. None of that is to be matched by the State, 


> 


none of the access? 

Mr. MacDona.p. Yes. 

Senator Ferguson. How much is that item? 

Mr. MacDonacp. State funds that are applied on these particular 
projects financed with access money, $353 million total cost, would be 
more than $2 million. 

Senator DworsHak. You do have 100-percent grants, do you not, 
for atomic-energy roads, for instance? 

Mr. MacDonaup. Yes, sir. 

Senator Corpon. Is it not a fact that some of the access roads 
serve multiple purposes, others serve no purpose except 1 or 2 strictly 
defense purposes, and the method of allocation, of participation, 
depends upon the character of the service to be rendered by the road? 


FINANCING OF ROADS 


Mr. MacDonatp. That is correct, but because the access funds 
have been so small in comparison with the demands, we have used 
every effort to get other financing, which | think is correct. But out 
of the 833 projects, we have 548 or five-eighths that are financed by 
regular aid and State funds or State funds alone. There is no access- 
road money in 548 of those projects. I think the States have taken a 
very fine attitude in helping during this period that we have not had 
wecess money. 
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Senator Magnuson, Mr. Commissioner, if you do build a road to 
& project and that road is used wholly for Government operation, 
transportation, then you would make a 100-percent grant, wouldn’t 
you, out of the access-road fund? 
Mr. MacDonatp. We do generally, but we try 
W.erever possible 
Senator Maanuson. Suppose you have ; 


Ma a road to project B and 30 
percent of it is being used becatse of the nature of the project, be- 


cause of the project, then you seek cooperation of the States? 
Mr. MacDonaup. Yes, sir, 


Senator Magnuson. Or of both, and vou work cut a road which 
is for use in common by everyone? 

Mr. Mac Don ALD. Yes. 

Senator MaGnuson. It is flexible. 

Mr. MacDon ALD. Yes, sir. 

Senator MaGnuson. Depending on. 
characte r or the use of the road. 


to get cooperation 


as Senator Cordon said, the 


USE OF ROADS 


Mr. MacDonatp. That js true. Some of the roads that will come 
into extensive use—I use again the illustration of this atomic-energy 
plant in Ohio. I do not think it is too desirable to put these specific 
things in the record, Mr. Chairman, but that is a part of the Federal- 
aid system of the State and will be used continuously through the 
years. But at the moment the need is for getting people in, the trans- 
portation in connection with the building of that plant. 

Senator Magnuson. How about roads within the project? Do 
you have anything to do with that? 

Mr. MacDona.p. No. sir. 

Senator MaGnuson. That is built by the Atomic Energy Com- 
mission itself? 

Mr. MacDonatp. Yes, sir. 

Senator DworsHak. Mr. MacDonald, in the justification you make 
this statement, “At the request of the Defense Department, the 
Atomic Energy Commission. Defense Materials Procurement Agency, 
the Forest Service, new projects are continually being investigated.” 
Have you heretofore advocated any access-road fund for any forest 
roads or trails, highways which are deemed essential to national 
defense? 

Mr. M ACDONALD. No, sir, 

Senator DworsHax. What is the use of any proposed projects being 
investigated, you have not allocated a single dollar so far for access 
roads. 

Mr. MacDonatp. We have a number under investigation now that 
we think might be certified. 

Senator Dworsnak. They are justified in the national interests 
where access funds could be utilized? 

Mr. MacDonatp. That is true. 

Senator DworsHak. You are proposing to make such allocations if 
these investigations prove them deserving? 

Mr. MacDonaxp. Yes, sir, We have 11 such projects in Oregon 
that are under investigation. 

Senator Dworsuax. I do not particularly care for the details. [ 
wanted to develop heretofore whether any money had been used. 
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Mr. MacDona.p. We have 11 in Oregon. 

Senator Dworsuax. Nothing has been expended so far from the 
aeccess-road fund? 

Mr. MacDona tp. No. sir. 


DETERMINATION OF INFORMATION 


Mr. Wixtuiams. Mr. Chairman, I would like to ask a question if I 
may, please, to get back to an earlier question as to how a department 
such as the Department of Commerce should go about in checking and 
getting the information desired for a body such as this. I] am per- 
fectly in accord with the idea that a body such as this, or any author- 
ized arm of Congress, not only is entitled to but should have the infor- 
mation available for the making of an intelligent decision. We have 
gone back in the Dodge letter of February 3 and have asked these 
different agencies to provide us with their information, pointing out to 
them that we want to have them review their own programs in the 
light of the urgency that exists and then to come up with their support- 
ing statement, if that is what it is, and it is these cases that are included 
in the figures under examination. Now, this $15 million covers 4 
different groups. Here we have a letter from a major general, United 
States Army, Chief of Transportation of the Department of the Army, 
who refers to the program and has this last paragraph: 

The defense agencies are being requested to review all access roads sponsored 
by them in relation to planned or partially completed construction to nsure that 
no unnecessary access-road funds are expended 

Then there is a letter from Mr. M. W. Boyer, who is the general 
manager of the Atomic Energy Commission, and he says in the latter 
part of it 

And have concluded that the access roads requested are the minimum necessary 
to meet the highway transportation requirements in connection with the AEC 
program. 

Then the same thing applies with respect to the Defense Materials 
Procurement Agency and the Forestry Department of the Depart- 
ment of Agriculture. 

The question is, Are we as a department of Commerce entitled to 
rely on that sort of information, after having posed to them that what 
we want is their statement, after understanding the urgency, support- 
ing their position, or are we obligated on their behalf to go further 
than that? 

FACTS VS. CONCLUSIONS 


Senator Ferauson. My opinion is that the department that has 
the facts should bring them to Congress, I do not think the committee 
can pass upon facts if you merely bring i in their conclusions and give 
us their conclusion. As I understand this testimony, you take their 
word for it when they say that A road is necessary to go to Y and they 
certify that they have reviewed it and that it is necessary and you take 
their word and present the figures. 

Mr. Wiuuiams. How do we know whether this uranium mine is or 
is not something valuable and vital with respect to the defense pro- 
gram? 

Senator Ferauson. The only thing is that at least this committee 
should know it. If you do not have the facts, somebody should give 
the committee the facts. 
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Senator Corpon. If you do not present the facts, how is the com- 
mittee going to know what to do? 

Senator Fercuson. I do not think we should just blindly appropri- 
ate money because somebody draws a conclusion. 

Senator Corpon. Here is an engineer, he has gone over this matter, 
he has made certain checks of every sign in the area, there is a mineral 
formation, the amount of it is something that only time will determine. 
The question is, Shall we spend funds enough to get in there and deter- 
mine the question or shall we say if the whole : amount is not on the top 
of the ground, we wil] not spend the money‘ 

Senator Fercuson. We should have access to the facts as to 
whether or not there is mineral there. 

Senator Corpon. That we can get. 

Senator Cuavez. Could we not get the personnel from the agency 
affected to appear before this committee and give us the facts? 

Senator Frercuson. It is up to the Commisssioner. He posed the 
question. 


DUPLICATION OF APPROPRIATIONS 


Senator McCarran. I would like to ask a question of Mr. Mac- 
Donald, if I might. 

Mr. MacDonald, there are three agencies involved here. Take, for 
instance, the agency of national defense. Now, is there any money 
appropriated from that agency direci!lv for these access roads? 

Mr. MacDona.p. No, sir. 

Senator McCarran. There is no duplication of appropriation here? 

Mr. MacDowna.p Ne, si 

Senator McCarran. The same thing is true with reference to 
forest and the same ‘thing is true with reference to the other agencies, 
is that right? 

Mr. MacDonatp. That is true. 

Senator McCarran. In other words, we are not going to be con- 
fronted sometime along with the defense appropriation that certain 
moneys are necessary to be paid out for access roads? 

Mr. MacDonavp. That is right 

Senator McCarran. We meet that all here through your agency? 

Mr. MacDona.p. Yes, si 

Senator MaGnuson. Bxcent within their own establishments which 
sometimes are very large and there are many miles of roads. 

Mr. MacDonavp. Within the establishment, ves. We are talking 
about public roads leading to the gates of the establishment. 

Senator McCarran. In the establishment it is not really an access 
road? 

ENGINEERING CHECK 


Mr. MacDonaup. Mr. Chairman, I think the issue is a little 
confused here. I do net know that I can clear it up, but when a 
request comes in for an access road, we take the responsibility of 
making a complete engineering check, estimate of the use that is to 
be made of the roads, and the opinions as expressed by the com- 
mandant or whoever is the official in charge of the installation as to 
what their use will be. I have mentioned before that from the 
Atomic Energy Commsision we secure the number of people who are 

be emploved on their projects and the rate at which they will be 
employed, that is, how fast the road projects have to be supplied in 
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order to serve them. We make and take responsibility, take full 
responsibility, for every bit of engineering advice that can be put 
together and have those reports available. 

We do not have the authority to determine the defense importance 
That is the difference. We supply the engineering information, but 
the defense establishments or the Defen:e Materials Procurement 
{gency has the authority to say that that project is important to thé 
national defense 

Senator Fercuson. You determine the width of the road, the 
thickness of the pavement. 

Mr. MacDona.p. Yes, absolutely 

Senator Ferauson. You proceed with the condemnation, where it 
will destroy houses and where it should go 

Mr. MacDona.p. Yes, sir. Actually, we work through the State 
highway departments. They do the work 

Senator Fercuson. The military does not do that? 

Mr. MacDona.p. No, sir. 

Senator Ferauson. You determine the route? 

Mr. MacDona.p. Yes, sir 

Mr. Chairman, we believe that is the most economical way to get 
these roads built because of the fact that the general contractors who 
take on the building of a big plant are not so much interested in the 
small approach road projects and the States handle that business 
through their own organization. 


DUPLICATE REQUESTS BY AGENCIES 


Senator Ferauson. I wonder whether you have answered Senator 
MeCarran’s question fully. Are there not other access roads besides 
this kind of access road? As I remember, the Forest Service comes in 
and asks for a similar appropriation, and Agriculture. 

Mr. MacDonaup. They have a regular appropriation for forest 
roads and trails. 

Senator Feracuson. You wanted to know whether ever, thing was 
under that? 

Senator McCarran. | wanted to know for these 3 agencies if there 
is an appropriation for each 1 of them that goes for access roads. In 
other words, when we come to examine armed services, will we find 
that a certain amount is for access roads? 

Mr. MacDonatp. No, sir. 

Senator Ferauson. We have in our armed services access-road 
appropriations. 

Mr. MacDona.p. Only for roads within the reservation. 

Senator Ferauson. On Government-owned properts 

Mr. MacDona.p. Yes, sir 

Senator Ferauson. You just run up to the Government-owned 
property. 

Mr. MacDonavp. Yes 

Senator Ferevson. Do you erect those roads inside the Gover 
ment-owned property? 

Mr. MacDonatp. No, sir. 

Senator Fercuson. That is the contractor? 

Mr. MacDona.p. Yes 

Senator McC xrran. That is the agency itself? 

\Ir Nl A ( Don ALD However they ure doing the work: ves, Sil 


299098 D3 6 








SO SECOND SUPPLEMENTAL APPROPRIATION BILL, 1953 


DETERMINATION OF PRIORITY 


Senator Suir. Mr. Chairman, I would like to ask the Commis- 
sioner a question. Do I understand that the national defense people 
have to do with the priority of building of these only because of the 
importance to them? 

Mr. MacDona.p. Yes, sir. 

Senator SmiruH. You take it up from there and go on? How do 
you determine the priority, if you have 800 projects? How do you 
determine the priority as to working on any one of those? 

Mr. MacDonatp. If this appropriation is granted for $15 million, 
and that is half enough money, that is a very important question 
because we will have to go back to the agencies and ask them to 
designate which ones should be built. 

Senator Smirn. The department then will determine itself the 
priority? 

Mr. MacDona.p. I think so; yes. Of course, we think that the 
\tomie Energy access roads will have to be built if the plants are 
built. 

Senator Smirn. When the engineers bring in their reports and you 
decide it is not practical to build a road, do you advise the Defense 
Department of that or do you just go ahead and build it anyway? 

Mr. MacDona vp. If in our judgment the installation is not required, 
we advise against it, and about 30 percent of all of requests are 
rejected either in the initial stages 

Senator Smirx. Do you have any figures or any opinion as to how 
many of these access roads are requested because of the roads being 
desired other than for national defense? 

Mr. MacDonatp. I think we catch them all in the original rejec- 
tions. They are rather logical in nearly all cases. For example, 
where the runways at Air Force installations have to be extended now 
for the jet planes, that nearly always will require the relocation of a 
road, that is, the extension of a runway by 2,000 or 2,500 feet will 
nearly always run outside the cut across roads that are in use. So far 
as I know, there have been no roads of the category of which you 
speak because we have been so limited for funds that we use a very 
fine screen in screening these funds. 


SAMPLE OF AGENCY ACTION 


Senator Corpon. Mr. Commissioner, I know if you furnished 833 
studies here, it would be a waste of time and money on your part 
and would not do us any good, but if you were to furnish to the com- 
mittee, so that we could understand your modus operandus, one sample 
indicative of the agency’s whole action for construction of access roads 
at one place, then the data it furnishes you in support of it, then your 
findings in support of that project, then your conclusion as to what 
you ought to do, what kind of road will meet the needs of that par- 
ticular claim, I think that would be helpful. The committee could then 
see how you go about reaching your determination, what portion of 
it is your judgment, what portion of the overall you accept at face 


value from the requesting defense agency. I think that would be most 
helpful. 
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Senator Fercuson. I agree on any particular road that the com- 
mittee desires you could do so. 

Mr. MacDona.p. As a matter of fact, we would be very delighted 
if the committee could lift the entire responsibility for access roads. 


REQUESTING PROCEDURE 


Senator McCarran. Mr. MacDonald, will you kindly tell the 
committee why it was that these items were not brought up in the 
regular appropriation hearings last year? Is there any particular 


reason for it? There must be. For instance, this $15 million for 
access roads, we had hearings at length on the appropriation for your 
department last year. I remember making appropriations for this 


for these projects—but this is in addition to ae appropriation that was 
made. Will you kindly tell us why that is? 

Mr. MacDonaup. Senator, this item restores the cut that was 
made from our request last year; that is, it is equivalent to that 
request. I donot think it was your committee. 1 think it was in the 
House. 

Senator Fereuson. The committees took some away from you 
and now you are coming back and asking for it? 

Mr. MacDonautp. Yes. The budget allowance last year was $30 
million and the appropriation was $15 million. 

Senator McCarran. What | have reference to in asking that 
question, Mr. Chairman, is this, that a subcommittee of this full 

‘ommittee has this appropriation in hand. We hold hearings for 
weeks and weeks to determine what shall be done with the appropria- 
tion. Then we find a supplemental coming in and it does not go to the 
same subcommittee. 

Senator Ferauson. It goes to the whole committee. 

Senator McCarran. It goes to the whole committee. It does not 
get the same amount of study and attention that we give to it when 
the annual appropriation bill is before it. We cannot do it very well 
because this is thrown in our hands now. It is an emergency matter, 
they want the money right away. 

Senator Fercuson. Will this money all be contracted for before 
June 30? I notice it is to be until expended. If it is not, why should 
it not go before the regular subcommittee that handles the matter? 

Mr. MacDonatp. We have a request in the general budget that has 
not been passed upon. 

Senator Frereuson. How much of that money will actually be 
contracted for? 

Mr. MacDona.p. I would think that practically all of it would be 
contracted by that time, Senator, because they are all important 
projects. 


AMOUNT NOT ACTUALLY CONTRACTED 


Senator Fercuson. Can you give us any amount that would not 
be actually contracted, that you could not take up with the subcom- 
mittee in the regular way under next year’s bill? You see this bill 
reads: ‘“To remain available until expended.’ Now, it will be ex- 
pended before June 30? 
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Mr. MacDonatp. It will not be expended except that we will put 
it under contract before that time. 

Senator Fercuson. All of it? 

Mr. MacDonatp. Yes, sir. You see, we have double the re- 
quests that this will cover now. 

Senator Ferauson. You say: ‘For liquidation of obligations in- 
curred.” Does tat mean if we did not give you this money you 
could not incur tiat obligation? 

Mr. MacDonavp. | think vou are reading with respect to the $8 
million. 

Senator Fercuson. That is the eight? 

Mr. MacDona.p. Yes, sir. 

Senator Fercuson. On the $23 million how will that read? | 
thought you were going to change the $8 million to $23 million so that 
it would read 


For additional amount for access roads (act of September 7, 1950 
then the quotation: 


For liquidatior of obligations incurred pursuant to the contract authority 
granted by the act of October 16, 1951 (65 Stat. 422) $8 million 


that would be changed to $23 million 


to remain available until expended 
RIGHT TO CONTRACT 


You have the right to contract under the former act, but how much 
would you obligate of this money before July? 

Mr. MacDona.p. We don'thave the right tocontract fifteen million. 
The $8 million is obligated now, is under contract now. We would 
have only available $15 million for new contracts. 

Senator Cuavez. Do you get the money, if this bill is passed as 
written? 

Mr. MacDona.p. Yes, sir. 

Senator Macnuson. If you do not get any, then what are you going 
to do with the $8 million under contract? 

Mr. MacDona.p. That is under contract. 

Senator Corpon. The Government would just have to dishonor its 
law and policy under which the contracts were made until Congress 
passes a law that they could be made 

Senator Cuavez. That applic s to the $8 million? 

Mr. MacDona pn. Yes, sir. 

Senator Cuavez. On the $15 million you could not do anything 
about it until Congress passes on the item? 

Mir. MacDona.p. That is right 

Senator McCarran. My recollection is that the reduction was made 
by both the House and the Senate in the general appropriation bill 
on these liquidation items because we thought at that time that the 
States would not require the liquidation so soon. But I notice that 
the House meets that situation by Stating: 


The 1 sual! favorable construction se aso! accelerated the road-building pro- 
ram duri the past season and accordingly expenditures for highway work will 
ec much greater auring e present fiseal vear rather thar the succee ling vear 


f 


hs e reasons why this liquidation item is in here. 
Mi MacDonatp. That is in the regular Federal aid, that has 
elterence to re rulat Federal aid. 
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Senator Fercuson. I am just advised by Mr. Smith that this $23 
million on my particular bill is in the wrong place, that it ought to 
read this way: 

For an additional amount for ‘access roads (Act of September 7, 1950)’’ $15 
million. For liquidation of obligations incurred pursuant to the contract 
authority granted by the Act of October 16, 1951, $8 million to remain availabl 
intil expended 

Mr. MacDona.p. Yes, sir. 

Senator Ferauson. That clears it up 

Mr. MacDona.p. Yes, sir; that is correct 

Senator Ferauson. Otherwise, it was not clear to me what you 
were going to do here. 

Mr. MacDonaup. May I repeat that we do not represent that 
this money will all be paid out before the Ist of next July 

Senator Ferauson. But it would be contracted for 

Mr. MacDonatp. Yes, sir. We have these important projects 
that need to be put underway at the beginning of the construction 
season 

Senator Ferauson. If vou do not get this $15 million you cannot 
let these contracts? 

Mr. MacDona.p. That is correct 

Senator Haypen. The only observation I would like to make is 
that at the time we had the hearing | was present when we appro 
priated the full $30 million and if we had done that, we would not be 
bothered now. We have not saved a cent by postponging the $15 
million. Iam saying asa practical matter we did not save a cent 

Senator Ferauson. We knew 

Senator Cuavez. I think it is the duty and it would be sound busi 
ness if this committee would look at the bill itself when it first comes 
| personally do not like this supplemental bill. We ought to giv: 
them what they need to operate and not let them come back afterward 
and say, “We need $15 million which you took away from us.”’ 

Senator Ferauson. | think we ought to determine how much they 
ought to have for the vear and then make it very difficult to ever get a 
supplemental. 


EFFECT OF LACK OF APPROPRIATION 


Senator Tuys. Mr. Chairman, the question that occurs to me is 
What has taken place in the period for which these funds have been 
denied? Has any defense project been standing still because of the 
lack of highways or their approaches? We know that we did not 
appropriate the funds. We wanted you to curtail the operation and 
the expenditures. You have curtailed for a period of at least 5 
months from the time we acted, or even longer. We closed out 
session last year in the month of July. You have been operating 
now without Congress and without this appropriation since last July 
Now, what has happened in the meantime? What did you have to 
curtail? What did the Defense Department curtail? 

Mr. MacDonaup. The letting of contracts to provide the projects 
that have been certified as essential to the national defense. 

Senator Tarr. What happened within the national defense because 
of these highways? Was that unit of national defense standing still 
waiting this appropriation and this highway? What happened there? 
That I think is important. 
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Mr. MacDona.p. That goes beyond my ability. 

Senator Tuyen. Where would we learn that, where could we obtain 
the information? We find in the record now or in your testimony 
that the requested appropriation is exactly what we denied you last 
July. Then what happened between the period of July and this date 
because you were denied the fund? I think that would be rather 
enlightening. 

Mr. MacDona.p. We would have to take the individual situations. 
The Atomic Energy Commission expects to build a new plant on the 
road between Portsmouth and Chillicothe. 


POSSIBLE EFFECT ON ATOMIC ENERGY PLANT 


Senator Toye. Has that plant been held up for lack of funds for 
the highway? 

Mr. MacDonatp. Not yet, but it will be unless this appropriation 
is granted because they will not be able within the year to put 27,000 
people into that plant. 

Senator Tuys. In other words, there were other projects that had 
greater priority than this atomic-energy plant when you made the 
decision as to which project would get the fund and which would have 
to be delayed because of the curtailment in the appropriation? 

Mr. MacDonavp. We did not make the decision. We got the 
certifications in their order from the defense authority. 

Senator Taye. Then the Defense Department deemed that this 
atomic-energy project was not as essential as some of the other 
projects. 

Mr. MacDona.p. They did not have it at the time they made the 
other certifications. 

Senator Turn. You say they did not have that atomic-energy 
project? 

Mr. MacDona.p. No sir. 

(The following information was supplied:) 

The request that we undertake an examination of access-road needs from the 
Atomic Energy Commission was dated August 12, 1952. We knew a few days 
prior that the Commission was contemplating a new plant but did not know even 
the State in which it was to be located. 

Senator Toye. Yet they asked for the funds because this $15 million 
was in last July’s budget request. They could not ask for a highway 
if they did not have the plant loc ation in mind, and this was in the 
budget request of a year ago, which Congress denied. 

Mr. MacDona.vp. That is illustrative of what will happen. You 
asked what would happen. 

Senator Tuyr. I was prim arily asking, What did happen? Were 
there any defense ] projects de 1 aye d because of the failure on the part 
of Congress to make the $15 million available that you are now 
requesting as a supplement? 

Senator Corpon. Do you know when they made the final decision 
to locate the al int you just mentioned? 

Mr. MacDona.p. No, sir. 

The following information was supplied :) 


Che press release, I understand, was dated the same dav (August 12, 1952) that 
hey requested us to undertake an examination of the access-road needs. 
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Senator Corpvon. Do you know the extent to which the people up 
to now acquired the necessary land upon which to construct the plant? 
Mr. MacDona.p. No, sir. 


NEED FOR ACCESS ROAD 


Senator Corpon. Those are all matters that are a condition prece- 
dent to the need of an access road to the plant. 

Senator Toyz. That is what I am trying to determine here. I am 
trying to determine has the failure more than 9 months ago to make 
the funds available delayed any projects of a defense nature, and we 
are not getting the answer. We are being informed that this $15 mil- 
lion is what was denied at a previous session of Congress. Iam trying 
to get my thinking correct and clear on this question. 


OTHER EXPLORATIONS CITED 


Senator Corpon. Mr. Chairman, I might make this statement: 
I think it will be helpful to the Senator who is asking the question. 
Senator Thye, you may recall last year the information that was pre- 
sented to the committee with respect to certain explorations that had 
taken place on what they called the Colorado Plateau. There were 
certain results there that looked like they might be very important to 
the defense of the United States. At that time they were still engaged 
in the exploratory work, the extent of the find they did not know. 

The necessity, however, for getting access roads in, if they wer 
going to do anything, was perfectly apparent. At that time requests 
were made in that field, and my memory is, one of the reasons for 
a reduction here was in order to acquaint the committee with reference 
to that particular situation, a bit of time at least would have to 
elapse before the road was needed and we gambled that ne re oa be 
sufficient time so that we could make the appropriation later. I just 
hap ypene 1 to remember that when you wer asking your a es 

Senator Tuyr. That was one out of several hundred, however 

Senator Corpon. Yes. 

Mr. MacDonaup. We have a list here, a long list, of projects all 
of which have been delayed that have been approved and certified 
and are unfinanced. We would have to go through this list, but we 
do have this long list of unfinanced projects that have been certified 
as necessary to the defense 


PENDING PROJECTS 


Senator Tuygr. It might be he ‘Ip ful if you read a few of those projects 
so we would find out in general what projects are pending bac ause of 
the lack of financing. 

Mr. MacDownacp. I will be glad to. 

In California, the Sierra Ordnance Depot 

In Colorado, the Pueblo County—Pueblo ordnance plant. 

Senator Ferauson. Are eae both constructed, those plants? 

Mr. MacDona tp. Yes, si 

Senator Fera@uson. Yi mean there is no access to them now? 

Mr. MacDona.p. They are stepping up the employment at the 
Pueblo plant. It is outside the city and they draw on the city. 
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Senator Ferauson. Have they access at the present time to it? 

Mr. MacDonatp. Not to carry the stepped-up employment that 
they have, about 7,000 estimated employment. 

Senator Ferauson. Would it be necessary to build this road before 
June 30? 

Mir. MacDonaLp. No. sir. 

Senator Feravson. That is what the Senator from Minnesota is 
usKing 


DETERMINATION OF NEED FOR ROAD 


Senator Corpon. The Senator from Oregon thinks that they can 
take hours upon hours to come and go to and from their place of em- 
ployment, you will have a traffic congestion, it will move after a 
ashion, but it will not move adequately, and the full value of the 
thing you have is lessened because you do not have adequate ingress 
and egress to keep the number moving so they can put in full time and 
have their own time theirs after they leave. 

Senator Feracuson. The Department should give the committee 
those facts 

Mr. MacDonatcp. I do not think there is any question that is what 
we are talking about, whether these installations are to have adequate 
highway facilities 

Senator Cuavez. That is the only reason for the law. 

Mr. MacDonacp. That is the only reason. That is not something 
I determin« 

Senator Cuavez. We would like to find out the facts whether they 
meet the requirements. I think they should be stepped up if they 
are going to have additional people at the Colorado plant there, but 
| do believe the committee should have the information and the facts. 

Senator Corvon. Mr. MacDonald, certainly we are not going to 
spend $15 million on 833 projects. Fifteen million dollars will not go 
very far on those projects. Do you know now how many projects 
there will be attributable to this $15 million, whether it will be 3, 5, 12, 
or 90? 

Mr. MacDona.p. We figure there is about half enough to cover 
the estimated cost 

Senator McCarran. Would that mean half enough to cover the 
approved projer ha? Ve (C‘ommissioner? 


Nin MacDonaLp Yes. sir. 
FUTURE REQUESTS 


Senator Rosertrson. | would like to ask the Commissioner this 
question: In your opinion, are these access roads costing $15 million 


so essential that if vou do not get them in this budget vou will ask for 


them in the next budget and you will get them in the next budget 
but you will not get the work done for 6 or 8 months later? 
Mr. MacDonatp. I think that is correct. 
Eenatey Romenraok Then if vou do get them in this, vou will not 
‘ for them again? 
fr. MacDonaxp. I beg vour pardon? 
Senator Fercvson. That question was too easy. 
Mr. MacDonatp. As long as that is our responsibility, we will ask 
for the money, Mr. Chairman. I think I failed to answer one of the 
questions There are about 120 projects, Senator. 
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Senator CHavez. Have you any more information on the Colorado 
Plateau? Have you any projects included in the restoration of the 
$15 million in the Colorado Plateau? | 

Mr. MacDonatp. We have the uranium mine access roads par- 
tially financed, Senator. 1 will have to supply that for the record. 

(The information referred to follows: 


Two low-type access roads to uranium mines in Utah have been certified but 
unfinanced These roads totaling 39.5 miles will require $197,800 of access 


vad funds. Twenty-seven projects totaling 755 miles in Oregon, Colorad 
New Mexico, and Utah to uranium deposits have been certified and financed 
suiring $4,558,769 of access road funds. 


TYPE OF PROJECTS TO BE FINANCED 


Senator Magnuson. How many projects will the $15 million cover? 
Would vou say one-hundred-something? 

Mr. MacDona.tp. The whole amount about 120. 

Senator Corpon. That would be just a partial application for con- 
struction. You are not going to construct 120 projects completely 
out of that $15 million? 

Mr. MacDona.p. Of course, as I stated before, many of them are 
low-grade contracts—grading, drainage, and intermediate tvpe of 
construction, Senator. Then we have a good many miles, long mile 
ages. Here is Colorado, the White River-Taylor ranch road, 43 miles 
\lonogram-Mason, 49 miles. These uranium deposits, vou know, 
are scattered in small deposits and we have to build a good many 
miles, but we do not build truck-trail roads. Except for the mine 
access roads however, they are of short length 

Senator Corpon. Some of them would be improvement of existing 
very low-grade ranch roads? 

Mr. MacDonatp. Yes 

Senator Corpon. When you finish them they will only be to degre« 
of adequacy necessary to get the trucks in and out? 

Mr. MacDona.p. That is right. Our theory is to build them as 
cheaply as possible and by keeping them under constant maintenance 
keep the traffic going as long as they are needed and then revert to 
trail roads. 

Senator Ferauson. Anything further? ‘That is all then. 


DEPARTMENT OF JUSTICE 
STATEMENT OF S. A. ANDRETTA, ADMINISTRATIVE ASSISTANT 


ATTORNEY GENERAL; E. R. BUTTS, DEPARTMENTAL BUDGET 
OFFICER 


GENERAL STATEMENT 


Senator Ferauson (presiding). We will take up the Justice Depart 
ment. You may proceed. 

Mr. Anpretra. Mr. Chairman, I have a very brief general state 
ment that I would like to put in the record, explaining the language 
that we are here on 

The statement referred to follows: 


STATEMENT OF S. A. ANDRETTA, ADMINISTRATIVE ASSISTANT ATTORNEY GENERAI 
In accordance with the House committee report relative to supplemental appro- 


priation requests for the Department of Justice, we propose the following language 
for inclusion in the supplemental appropriation bill now pending before you cover- 
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ing the appropriations “‘Fees and expenses of witnesses” and ‘“‘Support of United 
States prisoners 

“The Attorney General is hereby authorized to transfer from appropriations 
contained in the Department of Justice Appropriation Act, 1953, not to exceed 
$270,000 to the appropriation ‘Fees and expenses of witnesses, Justice,’ 1953, and 
not to exceed $600,000 to the appropriation ‘Support of United States prisoners, 
Federal Prison System,’ 1953.’ 

Che language will provide for the transfer of any available unobligated balances 
in the appropriations of the Department to these two appropriations in the 
amounts indicated Chis procedure is recommended in order to provide savings 
by not appropriating additional funds for these purposes 


FEES AND EXPENSES OF WITNESSES 


(he expenditures made from this appropriation are uncontrollable. Expendi- 
; $r 


tures for the first 5 months of this year as compared with the same period last year 
lisclose a 25-percent inerease. Expenditures made during the fiscal year 1952 


aggregated $1.007.187 Applying the 25-percent increase indicates that at least 
$1,250,000 will be needed during the current fiscal year for this purpose. A 
! ber of |] lrawn-out and expensive trials have contributed to the heavy 

STS x ple the Provoo cast ; 


In the last 6 months of the fiscal year the courts usually reach the peak of their 


PPORT OF UNITED STATES PRISONERS 

his is another appropriation over which the Department cannot exercise 
contro 

rhe expenditures from this appropriation bear a direct relation to the number of 
Federal offenders boarded in non-Federal institutions while awaiting trial or 

rving short s ntencees 

During the first 5 months of 1953 jail days have increased 24,690 and the aver- 

per capita cost 12 cents over the same period last year. Expenditures at the 

the last 7 months indicate the need for an additional $600,000. 
It is impossible at this time to state definitely what free balances will be avail- 


creased rate for 


able for transfer It mav we I] be, inasmuch as our work is unpredictable and un- 
ontrollable, that we will be unable to find sufficient funds to meet the amounts 

required for transfer If that transpires we will undoubtedly have to request a 
pple: tal appropriation at a later dat You may rest assured that every 
Tort will be ade to find funds with which to finance these operations. 


EFQUEST FOR TRANSFER OF UNOBLIGATED BALANCES 


Mr. ANpreTtra. I am here to support language permitting transfers 
within present appropriations, that is, unobligated balances, to two 
appropriations made to the Department of Justice. 

Senator Frreuson. Are you here for more money or just for 
transfer? 

Mr. Anprerra. Just for transfers within present appropriations. 

Senator Corpon. As a matter of fact, it would appear here that 
you are voing to be able to use your reneral expenses by this amount 
that is being transferred to special uses that were not foreseen at the 
time that you were here last vear; is that right? 

Mr. Anprerra. In essence that is right, sir. On January 10 the 
President sent to the House three supplemental items for the Depart- 
ment of Justice, $200,000 for witnesses, $600,000 for support of 
prisoners, and $1,725,000 for the Immigration Service. 

Mr. McCarran. The second item was what? 

Mr. Anprerra. Support of prisoners. And $1,725,000 for the 
Immigration Service. After we had hearings in the House the Attor- 
ney General reviewed these supplemental lists and then wrote a letter 
to the House committee withdrawing the estimate of the Immigration 
Service of $1,725,000 and asking the committee if they would not 
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onsider transfers within present appropriations in order to make those 
avings. 

enator Frerevson. In my opinion the Attorney General should be 

mplimented on what he has tried to do in saving this large amount 
or the Immigration Service that had been asked for and then going 
nd asking ¢ nly to transfer these items which are really noncontrolling, 

Mr. AnpreETTA. That is right, s 

Senator McCarran. How will the Immigration Service get along 

thout the item? 

SAVING STRESSED 


Mr. ANnpretTa. They will have to get along, sir. The Attorney 
General has told them they will have to do the very best they can. 
It so happens by not purchasing automobiles and other equipment 
we were able to save $782,000 the first 6 months of the vear. We feel 
by carrying that over and doing the best they can with what they have 
hat they should be able to get through this year 

Senator Ferauson. Will they be able to administer the Immigration 
Act? 

Mr. Anpretra. They do not think so, but they will have to do the 
best they can 

Senator Ferauson. The Attorney General thinks so? 

Mr. AnpreTra. Yes, sir; he does 


SUPPORT OF UNITED STATES PRISONERS 


Senator McCarran. There is an item down here, Mr. Andretta, 
Support of United States prisoners.’’ Does that include transporta- 
tion of United States prisoners? 

Mr. Anprerra. No, sir; it does not. That is in the marshal’s 
appropriation. 

Senator McCarran. That is in the marshal’s appropriation? 

Mr. Anpretrra. Yes, sir. This only includes the boarding of 
prisoners in non-Federal institutions 

Senator Frerauson. While waiting in jail, for instance, for trial? 

Mr. Anprerra. Yes, sir; and for short-termers, too 

senator Ky RGUSON Before they have to go to the Federal peni- 
tentiary? 

Mr. Anpretra. They also keep some short-termers in the county 
jails, not Federal institutions. Both the witness and support of 
prisoners appropriations are generally recognized by the Congress as 
uncontrollable items. We have no control over them except to pay 
the bills when they come in. 


TRANSPORTATION OF WITNESSES 


Senator McCarran. As regards transportation of witnesses, where 
a court transfers the trial to a point far remote from where the bulk 
of the prisoners are, where they could not be tried, is that looked 
into at all, Mr. Andretta? 

Mr. AnpreTraA. Yes, sir; we have been looking into that, Senator. 
We have been looking into all these items of transportation as far as 
possible, trying to get marshals to combine trips and to clear with 
other marshals along the route they are taking in order to avoid 
duplication of trips in the transportation of prisoners. We cannot 








QO SECOND SUPPLEMENTAL APPROPRIATION BILL, 1953 


exercise control where the court sits, you have to bring your witnesses 
to the place of trial and this may run up your expenditures. 
Senator McCarran. Why? 


SELECTION OF COURT SITES 


Mr. Anprerra. Because the court is the one that determines when 
they are going to sit and where they are going to hold court. 

Senator Fercuson. Is it not also true that the Attorney General 
can select the site of where he is going to hold a grand jury and indict 
certain people? 

Mr. Annrerr,. That is right 

Senator FERGUSON. Sometimes by doing that he causes what the 
Senator from Nevada is talking about, the transportation of witnesses 
from far distances because the Attorney General wanted to get a 
place—in the past I know this was true—where he thought he could 
get an indictment in a certain jurisdiction, so he would take the 
witnesses all there to get his indictment. 

Mr. Anprerra. That is right. 

Senator FerGuson. He has some control over his fees then. 

Mr. Anprerva. In that respect as to where you can bring them 
in, ves. In controlling the number of witnesses that way, too, you 
do have some control that way 

Senator Magnuson. Mr. Andretta, do you have a uniform fee 
for boarding? 

Mr. Anprerra. No, sir. It is what the local jailers and sheriffs 
charge. That varies all over the country 

Senator FerGuson. Any other questions? If not, that is all. 

Mr. Annretra. Thank you 


DEPARTMENT OF LABOR 


BurEAU OF EMPLOYMENT SECURITY 


STATEMENTS OF JAMES E. DODSON, ADMINISTRATIVE ASSIST- 
ANT SECRETARY; V. S. HUDSON, ASSISTANT ADMINISTRATIVE 
ASSISTANT SECRETARY; ROBERT C. GOODWIN, DIRECTOR, 
BUREAU OF EMPLOYMENT SECURITY; E. L. KEENAN, DEPUTY 
DIRECTOR, BUREAU OF EMPLOYMENT SECURITY; R. G. WAGE- 
NET, ASSISTANT DIRECTOR FOR UNEMPLOYMENT INSURANCE; 
GERALD A. FOSTER, ASSISTANT CHIEF FOR BUDGET AND 
MANAGEMENT; AND EUGENE LOVE, CHIEF, ESTIMATES AND 
EXPENDITURES DIVISION 


EFFECT OF VETERANS READJUSTMENT ASSISTANCE ACT1 


Mr. Roserr C. Goopwix. Mr. Chairman, the appropriations we 
are here before you on today are, with one exception, based upon a 
new program and | thought that in view of that the committee might 
be interested in a few of the facts on that program. If it meets with 
your approval I would like to read this short statement which gives 
the information 
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Mr. Chairman, and members of the committee, the supplemental 
appropriations we are requesting today with one exception, arise 
from the passage in the closing days of the last Congress of the Vet- 
erans Res i dtustinent Assistance Act of 1952. Since this is a new 
program the committee may be interested in a brief description of its 
provisions. 

PROVISIONS OF AC 


The act provides for the payment of unemployment compensation 
to veterans during the period of readjustment to civilian life. Fed- 
erally, the system is operated by the Department of Labor and the 
State e mployme nt security agencies are responsible for administration 
of the program in the States. Payments are made in accordance with 
the provisions of the State unemployment compensation laws, except 
for the weekly benefit amount and the duration of benefits, which at 
specified in the Federal law. A uniform weekly benefit amount of 
$26 per week with a maximum payment to any one individual of not 
more than $676 is provided. The Virgin Islands and Puerto Rico 
make payments in accordance with the unemployment compensation 
law of the District of Columbia because they do not have unemploy- 
ment compensation laws of their own 

If a veteran is entitled to unemployment compensation under any 
other State or Federal law, the Federal Government pays only the 
difference Sentien the State or Federal amount and $26 a week. 

A veteran is not eligible for compensation during the period of 


mustering-out pay To be eligible for benefits, a veteran must have 
had at least 90 days of continuous service and have been given an 
“other than dishonorable’ discharge. He must register for work 


local office of the State employment service. Emphasis is thus placed 
on helping the veteran to find suitable work 

In this respect, the Bureau has taken steps to provide positive job 
assistance to veterans being released from the armed services. Ar- 
rangements have been completed with the Army, Navy, Marines, and 
Air Force to prov ide, through the State employ ment security agencies, 
employment interviewers at the separation centers. Veterans are 
furnished current job information and encouraged, when they return 
to their homes, to get more specific information from their local em- 
ployment offices. This information includes reemployment rights to 
former jobs, placement assistance, and job counseling 

Some 40,000 veterans are registering for employment with the 
public employment service each month, and approximately 50 percent 
of this group are being placed in nonagricultural employment. 


UNEMPLOYMENT COMPENSATION FOR VETERANS 


The request to cover costs of veterans’ benefit payments was 
$32.2 millions. When we appeared before the House committee on 
February 5, I described the assumptions upon which that estimate 
was prepared. We testified that applications for benefits had not 
been made in the volume expected in the first few months of the 
program so that our earlier estimates could be reduced to about 
$28.2 millions. With only a few months’ experience in operating this 
particular program to guide us, it would be difficult to say whether 
our estimate of $28.2 millions is nearer actual requirements than the 
$27.2 millions approved by the House 
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Therefore, we are not appealing the reduction of $5,000,000 fox 
ume mployment compensation payments to veterans. 


AMOUNT REQUESTED 


In our request to you for Federal administration of the unemploy- 
ment compensation for veterans’ program we asked for $206,000 
The House Appropriations Committee denied all of the request on 
the basis that since the new program is closely integrated adminis- 
tratively with the regular unemployment insurance program of the 
Bureau the additional administrative costs of the new program should 
be absorbed within our present appropriation. 

Section 403 (i) of the Veterans’ Readjustment Assistance Act of 
1952 provides as follows: 

(i) Until such time as funds are appropriated to carry out the provisions of this 
title, any funds available to the Department of Labor for grants to States for 
unemployment compensation and employment service administration are hereby 
made available for expenditures necessary to carry out the provisions of this 
title: Provided, That any such expenditures made or obligations incurred shall 
be adjusted and charged to any applicable appropriation fund, or authorization 
whenever a law is enacted which contains such applicable appropriation, fund, or 
authorization 

In accordance with this authority the Bureau has paid all costs 
of the program to date from this appropriation. Our obligations 
through January 1953 are about $80,000 and we estimate our Feb- 
ruary obligations at an additional $18,000 


TOTAL EMPLOYMENT 


Our request would provide for a total employment of 41 people. 
We have followed a policy of adding staff only when the need could 
be clearly demonstrated with the result that at present, 34 people 
are employed. With a desire to make all economies possible, we 
have reexamined our request and reduced it to 34 employees and 
$176,600 


OPERATING AND ADMINISTRATIVE RESPONSIBILITIES 


Under Public Law 550, the Bureau has specific operating and 
administrative responsibilities for seeing that there is an effective 
administration of the unemployment compensation program for 
veterans. In carrying out these responsibilities the Bureau has 
several major functions. 

1. We maintain a central control file of all veterans who file 
claims. This control prevents the filing of duplicate claims in more 
than one State. In the first 3 months of operation 180 such cases 
have been found that could have resulted in duplicate Federal ben- 
efit payments of up to $121,000 which is 68 percent of all the Federal 
administrative funds requested. This function can only be _per- 
formed at the Federal level. 

Senator FerGcuson. It would be a crime for a veteran to do that, 
wouldn’t it? 

Mr GOoDwInN. Yes, sir. 
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DUPLICATE CLAIMS 


Senator Ferauson. If he filed in more than one State and obtained 
benefits in both places he would be violating the law in that he would 
be defrauding the Government of money. Wouldn’t that be caught 
by the Bureau sooner of later? 

Mr. Goopwin. It would not be caught if the cases were filed in 
separate States, Mr, Chairman, unless this central file were kept up 
If the veteran filed twice in the same State it would be caught within 
that State but there is no way it can be caught on the interstate claims 
except by the maintenance of this file. 

Senator Ferauson. Did you reduce the amount from 206 to 176 
because of the resurvey or because or the Budget Director’s order? 

Mr. Goopwin. | think the Dodge order had considerable to do with 


Senator FerGcuson. It caused you to make the resurvey. 

Mr. Dopson. Yes, the action of the House plus the Dodge letter 
came about the same time. 

Senator Ferauson. Isn't it going to be possible to take this out of 
the $4,983,000 which is only 3.7 percent? You have taken it out 
today. Why can’t you continue and take it out until the matte: 
comes before the proper committee instead of on this defense appro- 
priation? 

Mr. Goopwin. We have taken it out of the appropriation for grants 
to States which was authorized by Congress last July. 

Senator Ferauson. Why can’t you take it out of the same fund? 


STATE GRANT 


Mr. Goopwin. We can from our point of view but it is State-grant 
money and money that the Congress intended to go to the States for 
the administration of the programs in the States. 

Senator Fereuson. Isn’t that part of that same program as the 
House states that they are so close together, the programs are really 
one program, one is of course veterans and the other is because the 
fellow is a citizen and he is out of a job. What is the difference? 
Why isn’t it part of the same program? 

Mr. Goopwin. The argument that the House used was that we 
should take this from the rest of the Bureau and that is where the 
figure you used came from—lI thought it was about 4 percent. 

Senator Fereuson. 3.7 percent. 

Mr. Goopwin. They said this was a reduction on the total expendi- 
tures of the Bureau in that amount. Now I touch on that a little 
later in the statement. 

Senator Fereuson. I would like to have the answer to it when you 
come to it. 

ADMINISTRATION OF ACT TO DATE 


Senator Gorpon. Up to now you have administered this Veterans’ 
Readjustment Act by in effect borrowing from the funds heretofore 
appropriated for grants to States under the terms of section 403 (1 
of the act? 

Mr. Goopwin. That is right. 

Senator Corpon. There you were authorized to use that money as 
borrowed funds to carry out the administration of this act, with 
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statutory authority to recapture the amount from a future appro- 
priation and repay it to the appropriation from which it was borrowed? 
Mr. Goopwin. That is correct 


AMOUNT DUE FUND 


Senator Corpon. So that as of the moment under the law you owe 
to this particular fund, or you did owe at the end of January, $80,000. 

Mr. Goopwin. That is correct 

Senator Corpon. You expect to owe, by the end of February, 
S$18.000 more? 

Mr. Goopwin. That is right, sir 

Senator Corpon. Is that correct? 

Mr. Goopwin. Yes, sir. 


FURTHER FUNCTIONS 


Mr. Goopwin. | shall continue with my statement. 

2. We prepare procedures and operating instructions for the guidance 
of States. ‘This includes methods for the prevention of overpayments 
and fraud, transfer of accounts from one State to another when the 
veteran moves, and methods of handling appeals by veterans to 
comply with the fair-hearing requirements of the Federal law. We 
also prepare procedures and operating methods for the administration 
of the program in Puerto Rico and the Virgin Islands which, as | 
have said, do not have unemployment-insurance systems. 

3. We have to maintain liaison with the Department of Defense, 
the Veterans’ Administration, and the Railroad Retirement Board to 
do such things as establish methods for the States to use in checking 
concurrent payments for educational and training allowances, traiming 
for recognition of wrong serial numbers, and keeping abreast of current 
changes in eligibility for mustering-out pay. The alternative to the 
Bureau performing these functions is for each of these Federal agencies 
to deal with 52 separate State jurisdictions. 

+. We review State operations of the program to assure that the 
provisions of the Federal law are carried out and that benefits are 
promptly and properly paid. Among other things, this review 
assures that State agencies are screening claims for possible State 
wage credits so that benefits will be paid from State funds rather than 
Federal funds in all cases where the veteran is eligible under State law. 


ASSUMPTION OF RESPONSIBILITY 


If the very substantial amount of work of this new veterans’ 
program were to be absorbed by the Bureau’s present staff, the 
responsibility would have to be assumed by our Unemployment 
Insurance Service staff as the only unit technically qualified in 
unemployment-insurance matters. This Service now has 82 em- 
ployees (exclusive of the unemployment compensation for veterans 


program) which is the lowest number in its history. It has been 
reduced gradually from 124 positions in 1947. Please keep in mind 


that this group is charged with responsibility of furnishing leadership 
on an insurance program which covers 37 million workers and which 
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paid out nearly a billion dollars in 1952 to 4,400,000 different workers. 
It would not, in my opinion, be real economy to divert any part of 
this small staff to the unemployment compensation for veterans 
program. ‘That is in partial answer at least to the point you made, 
that if we are to absorb this program it will hit very largely on this 
unemployment-insurance staff which has gone down consistently 
over the past years until it has gotten to be a very small staff. It 
would be quite an impact to absorb this additional amount. 


EFFECT OF BUREAU OF BUDGET ORDER 


Senator Corpon. What are you going to do with respect to that 
part of the Bureau of the Budget’s order which directs that you shall 
not refill any vacancies which may be caused by persons disconnecting 
themselves from your divisions? 

Mr. Goopwin. Well, we are following that with difficulty in some 
cases. I think Mr. Dodson may be able to answer that 

Senator Corpon. To the extent that there are such disconnections 
it will remain some small portion of the appropriation that could be 
available for this absorption, would there not? 

Mr. Dopson. Yes, sir. 

Senator Corpvon. Do you have any idea how much? 


PERSONNEL TURNOVER 


Mr. Dopson. It will not be a great amount. There has not been 
much turnover in personnel in the recent months. Personnel is stay- 
ing static. We have issued an order in the Department of Labor 
to all Bureaus that they are not to fill any vacancies until they have 
clearance with the Secretary’s Office and I review them. 

Senator Ferauson. How many resignations have you had since that 
order? 

Mr. Dopson. There have been very few. I cannot give you the 
number but in the month of November and in the month of December 
our reductions totaled several hundred but we have been in the act of 
reducing programs. We had about 280 separations in December. 

Senator Fera@uson. Do you think this order has cut down the 
amount of separation? 

Mr. Dopson. Yes, sir; I think so. 

Senator Ferguson. Weren’t a lot of separations made so they could 
go to other departments so they could draw terminal leave and go to 
another department? 

Mr. Dopson. I haven’t had any experience with that kind. 

Senator Fereuson. How do you account for the fact that it has 
cut down the number of separations? 

Mr. Dopson. Movement in Government has stopped. Everybody 
is waiting to see what will happen to them in their present job and I 
think they feel they have a better chance where they are than if they 
move. 

Senator Fereuson. But there was a lot of moving before? 

Mr. Dopson. Yes, sir. Up until 3 or 4 months ago we had quite 
heavy turnover. 
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QUESTION OF TERMINAL LEAVE 


Senator Corpon. Suppose a man transferred from your department 
to another department would he, by virtue of that transfer, have a 
right to terminal leave? 

Mr. Dopson. No, sir. He would only have a right to terminal leave 
for the time he was unemployed between transfers if there was any 
unemployment. In a straight transfer there would be no unemploy- 
ment and the agency to which he transferred would have to give him 
credit for the leave he earned in the agency from which he had trans- 
ferred. 

Senator Corpon. If he resigned from your agency with the idea of 
getting terminal pay, he would do that with the knowledge that the 
chances of his getting reemployment with the Government might be 
slim? 

Mr. Dopson. Yes, sir, and if he should get reemployed in another 
agency before he had earned out the time for that terminal leave he 
would pay that back. 

Senator Ferauson. We have one case before us now where the 
entire department resigned on a Sunday, all of them, or were fired, 
one of the two, and ree mployed Monday, so they got their terminal 
pay amounting to about $87,000 and they started to ‘work on Monday, 
didn’t lose a day’s work. If they can do it there why couldn’t they 
do it by resigning and going over to another department? 

Senator Corpon. My question was “transferring,” not resigning. 

Mr. Dopson. I would think that would be in violation of the 
Comptroller’s Office. 1 would raise that question as a fiscal officer of 
the Government. 

Senator Fercuson. I think they have to be rehired as temporary 
employees to get terminal leave. 

Mr. Dopson. There may be a way of doing it that way. 

Senator Frercuson. You have found that this order of the Budget 
Director has stopped the separation? 

Mr. Dopson. Prior to the order there was a very definite slowdown 
in the movement of personnel, and I think this order has tended to 
accentuate that slowdown. 

Senator Fereuson. Proceed. 


GRANTS TO STATES 


Mr. Goopwin. I would like to take up next the grants to States. 
Our request for grants to States as submitted to you was $8,750,000, 
of which $1,750,000 was for State administration of the unemploy- 
ment-compensation-for-veterans program. The additional $7,000,000 
is to cover increases in State administration costs of the regular un- 
employment-insurance program arising from larger claims loads and 
increases in State salaries. 

The House Appropriation Committee, in reducing the request by 
$2,000,000, indicated that they were of the opinion that our estimates 
for the regular unemployment-insurance workload for the last half 
of the year were too high in view of the outlook for high employment, 
and that State administration costs for the unemployment-compensa- 
tion-for-veterans program should be less in view of the reduction in 
the estimate of funds for payment of veteran benefits. We concur 
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with the reasoning of the committee with respect to the State ad- 
ministration costs of the unemployment-compensation-for-veterans 
program and have reduced this part of the request by $190,000. We 
do not believe that workloads in the regular unemployment-insurance 
program will be low enough to justify the remaining reduction of 
$1,810,000. Since the House committee issued its report we have 
again reviewed workload estimates, and we believe that they are 
clearly on the conservative side. 


WORKLOAD ESTIMAT!I 


Senator Ferauson. Is it a fact that your estimate was 3 percent? 

Mr. Goopwin. On unemployment? 

Senator Frreuson. Yes, but at the present time it is only 2.6 
percent. Therefore you are overestimating it by more than 10 per- 
cent. So, if that is a fact, isn’t the House right? 

Mr. Goopwin. Those figures you have just given are on the 
unemployment-compensation-for-veterans program. 

Senator Fereuson. Bureau of Unemployment Security. This is 
the other: “Grants to States, Bureau of Unemplovment Security.”’ 

Mr. Goopwin. On the regular program—the nonveteran part of it, 
sir—the experience follows the estimates very, very closely. 

Senator Fereuson. | think they are both in there 

Mr. Goopwin. We do expect it to go down. 

Senator Ferauson. You do? 

Mr. Goopwin. For the rest of the year. Our estimate takes that 
into account. We expect it to drop by about 26 percent for the rest 
of the year, as | indicate further in the statement, but the estimate 
that we made on the nonveteran part of the load for January was 3 
percent, and it just about hit it on the nose. 

Senator Ferauson. Any other questions? You are not through 
reading? 

Mr. Goopwin. Not quite. 


SEASONAL MOVEMENTS IN EMPLOYMENT 


In a free labor market, even in a period of high employment, there 
are always workers who are temporarily unemployed. Some indus- 
tries have pronounced seasonal movements in employment. Indus- 
tries such as food processing, lumbering, resort, and the construction 
industry have pronounced seasonal fluctuations. Seasonal declines 
in the construction industry are reflected by lower demands for 
building materials and equipment, resulting in secondary unemploy- 
ment. ‘Textiles, apparel, and automobiles follow a seasonal pattern 
which is related to style and model changes. Other workers are 
unemployed because individual employers find it necessary to adjust 
production schedules. These normal month-to-month changes in 
employment levels in these industries result in occasional short periods 
of unemployment for relatively large numbers of workers. 

I think it might clarify our problems on administrative grants to 
States if we examine this chart which shows the average weekly rate 
of insured unemployment experienced from 1950 to 1952 and our esti- 
mates for 1953 and 1954. When we made our original estimates for 
1953, back in the late summer and early fall of 1951, we were expecting 
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insured unemployment to be, on an average at its lowest point since 
World War II, about 640,000 per week. 

In other words, right here [indicating] is where we estimated unem- 
ployment was going to be. 


BASIS OF ANTICIPATED UNEMPLOYMENT 


Senator Younc. On what basis would that unemployment be 
anticipated, Mr. Goodwin? 

Mr. Goopwin. It is based upon an analysis of economic factors. 

Senator Younc. From a standpoint of defense spending, there cer- 
tainly is going to be a continuance of that, and that is what makes tne 
wonder what is it that causes you to anticipate that heavy load on 
unemployment 

Mr. Goopwin. Really what happened is we estimated unemploy- 
ment was going to be abnormally low. Here [indicating] is 1952; 
here is 1951; here is 1950. 

Senator Youne. Yes. 

Mr. Goopwin. When we made our original estimate—this has to 
go in about 18 months in advance—it took into account the defense 
expenditure, which we thought was going to reduce unemployment to 
about where we were in World War Il. It did not go that low. It 
was apparent last spring, the spring of 1952, that it was not going to 
be that low. We came in before the end of that fiscal year for a sup- 
plemental, and at that time it is estimated at 939,000. We estimated 
it right here and came in last year on our first supplemental. This is 
what we got. The Congress gave us at this level here, 765,000. 

Now, our estimate of what the load is going to be, based upon 
7 months’ experience in the year, is right up there [indicating]. The 
request we have before the committee will finance it to this point, 
which means that some short cuts have to be made, some economies 
have to be made, to take up what is represented by the amount in the 
red. 

FACTORS IN UNEMPLOYMENT NOT APPLICABLE 


Senator Corpon. Have you taken into consideration that some of 
the major factors that you have just read from your sheet as being 
responsible for unemployment are factors that, so far as the balance 
of this fiscal year is concerned, are not applicable. You speak of 
the changeover of models in automobile supply. The models have 
been changing over, and they have nothing now but the production 
line and will have until after the beginning of the next fiscal year. 

Mr. Goopwin. On those examples, that is right. 

Senator Corpon. The same is true, is it not, with reference to 
lumbering? You have a seasonal period, but the seasonal period of 
unemployment is passing. 

Mr. Keenan. Last month they were being paid benefits. That is 
what caused the payments. 

Mr. Goopwin. We allowed for an improvement in employment 
and a reduction in unemployment of 26.5 percent between now and 
the end of the fiscal year. Last year, between February 7 and the 
end of the fiscal year, the improvement was 23.5. So, we are allowing 
for somewhat more improvement in the same period this vear than 
we did last year. 
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Senator Corpon. If I understand you correctly, when vou estimate 
this amount of $8,750,000, you have in mind the fact that some. at 
least, of that money will be necessary to replace funds which are now 
being expended for unemployment in the seasonal field that has 
already taken place Is that correct? 

Mr. Goopwin, It takes into account the workload for the full 
fiseal year, and in that sense your statement is absolutely correct. 
You understand that this is all in terms of money that is being spent by 
the State employ ment-security agencies, and we have an arrangement 
with them which relates expenditures directly to workload and unit 
cost for performing each of the items in th: unemployment-insurance 
program 

PROFIT TO FEDERAL GOVERNMENT’ 


Now, I think this committee also realizes that on this program, 
the Federal Government collects a good deal more money than is 
appropriated for this purpose. That does not mean that the Congress 
should not keep this right down to the rock bottom in terms of 
expenditure, but it does mean that, if the expenditure is justified, it is 
difficult to defend not making the grant to the States, because the 
Federal Government is making a profit on the program. 

Senator Corpon. The House committee report savs, with reference 
to this request for $8,750,000 for administration of these grants and 
l am quoting: 


lhe major part of the request was to provide funds for (1) an increase in the 
average salary of State employees, (2) an increase in benefit-claims load; and 


(3) administration of the new program for unemployment compensation of 
veterans under the Veterans’ Readjustment Assistance Act for 1952. 
Is that correct? 

Mr. (ZOODWIN That is correct, sir 

Senator Corpon. Didn’t you put in the request for $206,000 for 
that purpose? 

Mr. Goopwin. No; that is the appropriation for the Federal 
Bureau, sir. This $8,750,000 is all for administration in the States, 
and this appropriation of $8.750.000 all goes to the different States 
for administration of their employ ment-security programs. 

Senator Corpon. This has to do with the cost of the State adminis- 
tration of the Veterans’ Readjustment Assistance Act of 1952: is that 
right? 

Mr. Goopwin. Only the $1,750,000 is justified on that basis. The 
remaining $7 million is justified on the basis of the regular unemploy- 
ment-insurance program. 

In view of the question, it might be well if I read into the record at 
this point a breakdown of this $8,750,000 which coes further than what 
you gave. The first item is “Increase in total man-years due to 
increase in benefit-claims load,” and that is $4,522 000. 

Senator Corpvon. It would be helpful if hereafter you furnish the 
committee with copies of the breakdown so they might study them in 
advance. 

Mr. Love. They are on page 5 of the submittal we made to the 
committee, sir. 

Senator Corpon. Thank you. 

Mr. Goopwrin. The increase in salary rates in the State, $3,450 to 
$3,563. 
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COMPENSATION PLAN 


Senator CHavez. What is the law in that respect? Can a State 
keep on increasing the wages of these employees as long as the Federal 
Government pays the wages? 

Mr. Goopwin. No; the salaries for this program in the States must 
be comparable to other State salaries that are paid from State funds. 
We review the compensation plan for this program to see that it is 
comparable with salaries for comparable jobs in other State depart- 
ments. 

Senator Cuavez. Then every State can have a different salary? 

Mr. Goopwin. That is right, sir; yes. This program is a State 
program, and it is closely integrated with the State administration. 

The third item is ‘‘Non-personal-service costs’’—that is, all addi- 
tional retirement costs—-$310,000. That is because of increased 
personnel. 

Additional postage costs, $252,000. 

The program of unemployment compensation for veterans is 
$1,750,000. Then there are two minus items: ‘Decrease in reserve 
for area manpower committee,’’ $74,000, and “Salary increases 
absorbed by contingency fund already appropriated,’ $2,700,000. 


CLAIMS FILED 


I will continue my statement, Mr. Chairman. 

An insured unemployment rate of 906,000 per week would result 
in about 9,850,000 initial claims and 44,750,000 continued claims for 
unemployment-compensation benefits for the fiscal year. 

As an indication of the conservative character of our estimtes, I 
would like to point out that during the period January 1—February 7, 
of this year, an average of 1,142,000 continued claims were filed with 
the State agencies each week. In our request to you we have esti- 
mated that this will drop 26.5 percent during the rest of the year. 
In the comparable period in 1952 this workload dropped only 23.5 
percent. Those figures reflect a 13-percent improvement in insured 
unemployment during the remainder of the year as compared with 
1952. As you can see, our estimates are based upon a substantial 
decline in unemployment for the rest of the fiscal year. We do not 
believe estimates of still further reductions are warranted. In view 
of this and the clear need for additional funds for the unemployment- 
compensation-for-veterans program, | urge the committee to approve 
this request for State administrative grants in the amount of $8,560,000. 

Mr. Chairman, that concludes my statement. I will be happy to 
answer questions. 

Senator Corpon. Are there any questions? 


POSSIBLE CONSOLIDATION 


Senator Dirksen. Why could not this whole program be consoli- 
dated? You were authorized, I think, to use general funds for regular 
purposes until such time as Congress might appropriate for this; is 
that right? 

Mr. Goopwiyx. We were authorized to use State funds until Con- 
gress could appropriate. 
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Senator Dirksen. But is there any particular cleavage in this 
operation that it could not be consolidated? 

Mr. Goopwin. Well, the States are short, too. We are asking for a 
supplemental for grants to States in the amount of $8,750,000, so if 
the Congress does not see fit to appropriate the $176,600 for ad- 
ministrative costs of the Bureau, my understanding of the legal 
situation is, that then the State grants will be reduced by just that 
much. 

Now, I can’t recommend that in view of what I know to be the 
needs of the States, and their requirements for money 

Senator Magnuson. What the Senator from Illinois was asking, 
| had the same question: Here are two programs both designed to 
take care of unemployment insurance, one for the veteran and one 
for the other citizens. 

Why would it not be the better part of administration to have the 
two administer together, with, of course, the veterans’ different 
status being administered—in other words, you point out in your 
testimony that you do not get that—that is, if you do not get this, 
you will have to put it back in the regular compensation department 
and they are short-handed. Why couldn’t it all be put together? 

I do not think you could do it now, but wouldn’t that be a good 
recommendation to Congress? We passed a separate act for veterans. 

Mr. Goopwin. I think the Congress had in mind going just as far 
as they could in integrating this with the regular unemployment- 
imsurance program. 

Senator MaGnuson. We are not doing it; are we? 

Mr. Goopwtin. I think we are. 

Senator Magnuson. You are trying to? 


SPECIAL PROBLEMS 


Mr. Goopwin. We are trying to. But there are some special 
problems here you can’t get away from. For instance, in the State of 
Illinois, Senator Dirksen, you support benefits by the taxes the em- 
ployers of Illinois pay. That isn’t true of the veterans. They have 
been fighting in the Army or the Navy. 

Senator THYE. In other words, there is no accumulation of any 
revenues derived from a deduction from the payroll on which you can 
draw to compensate the veteran as you can the man or woman that is 
unemployed due to a change in jobs or a temporary shutdown or 
something of that nature. 

Mr. Goopwin. That is right, sir. 

Senator Tayz. That] is the reason why you have drawn on the 
States to an extent where the State fund is almost reaching zero, and 
what you are considering here is to recompensate the States for having 
exhausted their funds in carrying out that which you haven’t had the 
funds to match. 

Mr. Goopwin. My recollection is this legislation went through, if 
not the last hour, the last day Congress was in session, and there was 
no time to consider an appropriation, so you merely put in that para- 
graph which authorized this method of expenditure. 

Senator Tuyz. In other] words, there is no possible chance of 
having a fund accumulated other than by direct appropriation because 
the veteran is coming out of the service and therefore no employer has 
made a contribution; the Federal Government was his last employer. 
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Mr. Goopwin. That is right. What the Congress did—and | 
think wisely so—they made this program as close to the regular 
unemployment compensation program as they could. It has to be a 
transition program because the veteran hasn’t earned benefits; his 
entitlement is based on 90 days in the service and receiving an other 
than dishonorable discharge, and there are other specialized factors 
that make it impossible to make this program wholly a part of the 
regular unemployment compensation program. 

Senator Maanuson. If you did have a combined approach you 
would probably, fromtyour experience so far, have a veterans’ division 
in that anyway; would you not? 


TOTAL EMPLOYEES REQUESTED 


Mr. Goopwin. That is in effect what we have and what we are 
asking for is a comparatively small specialized staff—we first asked 
for 41 and in view of the Dodge order, we reexamined it and asked 
for 34. We are asking for 34 employees in the Federal Government. 

Compared with the veterans’ program we had following World 
War II, this is very closely tied to the State program—much more 
closely than that one was—and one of the results is a much smaller 
request for administrative money both federally and for the States. 

Mr. Dopson. One of the points is that this organization of 34 
people will be part of the Division of Unemployment Insurance and 
that is in Mr. Goodwin’s bureau. There isn’t a separate entity there. 

Senator Fercuson. Will they be doing work on both? 

Mr. Dopson. They may at some time or another because we want 
to exchange information and know-how. 

Mr. Goopwin. We have not gotten this program under way with 
these 34 people. We have had to borrow from other units in the 
Bureau to get under way because there is a big initial job here that 
doesn’t continue, and it does not make sense to ask for personnel to 
do all the initial job. We borrowed on a temporary basis to get it 
under way. 

Mr. Keenan. There had to be an agreement with the States. 
Negotiating these agreements is an example of a one-time job that 
will not continue. 

TOTAL PERSONNEL 


Senator Dirksen. What is the overall employment in the Bureau 
of Employment Security now at the Federal level? 

Mr. Goopwin. Including the Farm Placement Service with the 
Mexican program, and the Veterans’ Employment Service, there is a 
total of 1,192. 

Mr. Dopson. That includes the Mexican farm program. 

Mr. Goopwin. And also the defense item. 

Senator Dirksen. In the processing of claims, have you at any 
time conducted time studies to indicate how much time goes into the 
processing of a claim? 

Mr, Goopwin. Yes, on a very extensive basis in cooperation with 
the States. 

Senator Dirksen, Have those studies in summary form been 
submitted for the record at any time? 

Mr. Goopwin. The results of the studies are used as the basis on 
which we have requested funds. 
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CLAIMS PROCESSED PER INDIVIDUAL 


Senator Dirksen. I wonder if you can’t prepare a summary state- 
ment showing the number of claims processed per individual over a 
stated period of time, whether it be in a week, a day, or a month. 

The reason for the inquiry is simply this: You may recall that the 
Hoover Commission in exploring the Veterans’ Administration proces- 
sing of claims found private insurance conpanies could process about 
three times more claims per individual than could the Government. 
[ am wondering about your experience in that field. 

Mr. Goopwin. We would be glad to prepare such a statement. I 
have one comment on that now. There is quite a variation as between 
individual States because they are operating under individual State 
law. We do not presume to tell a State what kind of law they must 
have unless it meets a specific conformity point in the Federal law 
and those are relatively few, as you know. 

So there is a variation among the States, but we have definite 
standards which provide a range within which the State’s request 
must fall in in order to be eligible for grants from the Federal Govern- 
ment. 

Senator Dirksen. In that statement—and | suggest that you 
submit it for the record—vyou show the disparities between States. 
If California is more efficient that Illinois, I want to know about it 

Mr. Goopwin. That is why I made my statement, and I guess I 
did not get it over. Sometimes it is a question of differences in effic- 
iency between States, but frequently it is merely the fact that one 
State law requires processes that another one does not. 

For instance, there is quite a difference in the type of experience 
rating that the States have in their laws. Some of them are consider- 
ably more complicated than others. Those factors have a direct 
bearing on the length of time that is involved in some of these 
processes. 

Senator Dirksen. Suppose we lump them together 

Take States that have almost a comparable experience rating in 
the merit system they employ. Let’s see what the relationships are 
in processing the claims, cost per claim in those States. Then take 
another group of States, either more complicated or simpler, and see 
what it is there. 

Mr. Goopwin. We will be glad to get you something on that. I 
may say it is a very complicated process. As a matter of fact, what 
you have just been talking about, Senator, is what we spend a good 
portion of the Bureau’s time on. It is to make sure that the money 
distributed to the States is distributed to them on an equitable basis 
and in terms of efficient operation. 


TIME TO PROCESS CLAIMS 


Mr. Keenan. On this year’s budget based on the workload and 
time factors that have been in existence a number of years and the 
administrative studies that have been made, we estimate average time 
for taking a regular intrastate initial claim at 11.63 minutes. 

That is the first time the worker comes in and at that time he has 
to give a record of his previous employers and certain other informa- 
tion. 
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In the case of a continued claim, which is the subsequent contract 
the worker makes with the local employment office, at which time 
the local employment office determines whether he is eligible for 
benefits, that is 4.26 minutes average throughout the country. 

Senator Dirksen. I want you to transfer that—translate that in 
terms of hours and dollars and then we will multiply the figures that 
you give us as your estimated workload and see how that stacks up. 
I do think there must be some basis for it in rules of efficienc y, and if 
we are spending too much, I think it should be lopped off and you 
should be able to say to a State, ‘‘ You are spending too much on the 


administration of those claims. You are away out of line with a 


dozen other States, so we will set a maximum there.’ Which, of 


course, is all that they are going to get, and they are going to have to 
bring their efficiency standards | up. 
Mr. Keenan. We have maximums set for each of the workload 
items—original claims, continued claims, processing, monetary deter- 
mination. We developed that system about 5 years ago in coopera- 
tion with the States, and each vear in our budget conferences we tend 
to knock the tops off those. There are still some variations, and some 
are hard to get at because of factors mentioned previously. In some 
of the smaller States there is the itinerant factor. You have to service 
claimants at a point a great distance from the main office and it is 
costly. We spend a lot of time on that and we can supply those 
figures very readily. 

Mr. Dopson. We have a table on page 9 of the justification which 
breaks it down to man-hours for each operation. 

Senator Dirksen. I would like to see what the variation is without 
encumbering you with too much work. 

Mr. Goopwin. We will be glad to furnish that, Senator. 

(The information referred to follows:) 
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Chairman Bringegs. Any further questions? If not, thank you very 
much. 
Bureau oF LaBor Statistics 


JAMES E. DODSON, ADMINISTRATIVE ASSISTANT SECRETARY, 
DEPARTMENT OF LABOR; V. S. HUDSON, BUDGET ANALYST, 
DEPARTMENT OF LABOR; EWAN CLAGUE, COMMISSIONER OF 
LABOR STATISTICS; ARYNESS JOY WICKENS, DEPUTY COM- 
MISSIONER; AND HENRY J. FITZGERALD, ASSISTANT COM- 
MISSIONER 


rFRANSFER OF FUNDS 


Mr. Dopson. We have an item on the Bureau of Labor Statistics, 
cost-of-living index. Mr. Clague will be the principal witness. 

This does not involve appropriation of additional moneys, but 
only involves the transfer of funds. 

Chairman Bringss. This is in relation to the so-called Consumer 
Price Index? 

Mr. Dopson. Yes, sir. 

Chairman Brinces. Will you give us the highlights? 

Mr. Cuacur. I have this written statement which I believe the 
members of the committee have and I will submit it for the record. 

Chairman Bringgs. It will be placed in the record. 

(The statement referred to follows:) 


STATEMENT CONCERNING THE RESUMPTION OF THE “OLD SeERrEs’’ CONSUMER 
Price INDEX 


By Ewan Clague, Commissioner of Labor Statisties, United States Department 
of Labor 


The resumption of the compilation and publication of the “old series’? Con- 
sumer Price Index is an outgrowth of the widespread use of the index in collective 
bargaining, specifically in its use for wage escalation. The developments which 
led to the resumption after it had been abandoned can most easily be sketched in 
the form of a brief history of the major revision which the Bureau began more 
than 3 years ago. 

1. In the spring of 1949 the Department of Labor proposed and the Congress 
authorized a 3-year program for revision of the Consumer Price Index. Such a 
revision was long overdue. ‘The index was badly in need of adequate maintenance 
andrepair. For example, the rent item in the index was too low because new post- 
war houses and apartments were not adequately represented in the sample. On 
the other hand, the weight of food in the index was too high. With the downturn 
in prices, which began in the autumn of 1948, it appeared that the inflation was 
over and that the index could be fundamentally revised in a period of comparative 
price stability. 

2. In November 1949 the Bureau issued a Statement to Users announcing plans 
for revision and informing labor, management, and the public about the revision 
project. 

3. In January 1950 the Bureau made a field survey of dwelling units (houses 
and apartments) in order to develop new samples and to discover the rent dif- 
ferential between old dwellings under rent control and new dwellings which were 
uncontrolled. 

4. In the summer of 1950 the Congress passed the Defense Production Act. 
In the consideration of this legislation, the Bureau of Labor Statistics testified 
before both the Senate and the House Banking and Currency Committees. Both 
committees considered the possibility of having price- and wage-control regulations 
determined by the rise in the Consumer Price Index. Even though such a “trigger” 
was not adopted, it was apparent that the Consumer Price Index would assume 
increasing importance for public policy in connection with both wages and prices. 
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5. By October 1950 the Bureau of Labor Statistics had compieted its analysis 


of rents and it also had a certain amount of information on family expenditures. 
Accordingly, after consultation with its business and labor advisory committees, 
the Bureau announced to the users of the index its program for a temporary 
revision of the index based on information then available. The objective of this 
temporary adjustment was to provide the Government, as well as the users of the 
index, with the best possible measure of price changes from the pre-Korean period 
through the Korean emergency period. 

6. This program to calculate a partially revised index was completed in the 


early months of 1951 and the Bureau issued, on March 2, 1951, the “interim 


adjusted” index for the month of January 1951. The revision was carried back- 
ward to January 1950. The effect of this was to provide in retrospect for a l-vear 
overlapping of indexes—the interim adjusted index containing the rent correction, 
the change of weights and other improvements, while the old series index con- 
tinued unchanged. At the same time, the Bureau announced that it would 


continue to produce both the interim adjusted and the old series indexes during 
the year 1951. The Bureau’s intention was to allow a future period of over- 
lapping which would give time to the users of the index to shift their contracts 
to the use of the interim adjusted index, and permit the old series to be disecon- 
tinued 

7. Following the appearance of the adjusted index, a number of business 
concerns and unions, although continuing to use the old series index, which was 
higher than the adjusted index, wrote into their contracts provisions for certain 


methods converting from the old series to the adjusted index. An example 


of this is the General Motors memorandum of agreement of March 1951 with 
the United Automobile Workers, CIO. Another example, adopted later in the 


year, was the agreement between the railroads and certain railroad unions. On 
the other hand, some contracting parties made no provision for such a shift to the 
interim adjusted index or to the revised index. 

8. In the summer of 1951 the House of Representatives Education and Labor 
Committee appointed a subcommittee to investigate the Consumer Price Index 
and to report on the work that was being done in revising it. This subcommittee, 
under the chairmanship of Congressman Tom Steed, of Oklahoma, held hearings 
in May 1951 and published a unanimous report, which was adopted by the Educa- 
tion and Labor Committee in the autumn of 1951.. The House committee, in its 
report, endorsed the work which the Bureau was doing on the Consumer Price 
Index and made a number of suggestions and recommendations for the future. 
The Bureau has followed these recommendations as closely as possible in its con- 
duct of the revision of the index. 

9. The expected shift of wage-escalation contracts to the adjusted index during 
1951 did not occur. Furthermore, new escalation contracts were negotiated on 
the old series index. And, finally, the Wage Stabilization Board, on October 4, 
1951, formally accepted new contracts based on the old series. As a result, the 
Bureau, on October 24, 1951, issued another notice to users announcing the con- 
tinuation of the old series index throughout 1952 along with the adjusted index. 
The Bureau further warned at that time that the final revised index would be 
inaugurated early in 1953, at which time both the adjusted and the old series 
indexes would be discontinued. 

10, During 1952 no significant changes occurred in the program. The Bureau 
reported in the spring of 1952 to the House and Senate Appropriations Committees 
that the work on the revision of the index had been substantially completed, but 
that a period of 6 months would be required to calculate the revised index and have 
it ready for the month of January 1953. The Bureau’s fiseal 1953 budget provided 
for 6 months’ continuation of the old series and adjusted indexes, July-December 
1952, with these being superseded by the revised index for the second half of the 
fiscal year, January—June 1953. Three times during the year the Bureau issued 
notices to users explaining this program. 

Finally, on January 16, 1953, the Commissioner of Labor Statistics, in publishing 
the indexes for the month of December 1952, called attention to the fact (a) that 
this was the last appearance of the old series index, and (b) the new revised index 
would be linked directly to the adjusted index for Vecember (with 1947-49= 100 
as a new base) and carried into the future as a continuous series. The adjusted 
index as such would then disappear. 

11. After the issuance of this notice, requests were made to Members of Con- 
gress, President Eisenhower, and to other administration officials that the old 
series index should be resumed for a limited period of time. These requests 
originated from both labor and management sources. In some cases the requests 
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‘d the continuation of the old series index in order to avoid a reopening of 


ong-term contracts In other cases the request was for a temporary continuation 
the old series index in order that there may be an overlapping period during 
ich the parties could decide what to do. As a result of these representations 
he decision was made by the President to request the Secretary of Labor to 
sume publication of the old series index for a period of 6 months. Attached 


1 copy of (1) the White House statement: (2) the statement of Seeretary of 
Labor Martin P. Durkin; and (3) the notice to users issued by the Bureau of 
Labor Statistics 

12. The bill as reported to the House provides for a transfer of funds from 
ther sources to enable the Bureau of Labor Statistics to carry on the old series 
price index for the months of January through June 1953, with some work ecn- 
tinuing into the month of July 1953. ; 


Waite Hovust Press STareEMENT, Wasuinoeton, D. C., January 30, 1953 


Senator H. Alexander Smith, chairman of the Senate Labor and Public Welfare 
Committee, and Representative Samuel McConnell, chairman of the House 
Committee on Education and Labor, have brought to the attention of the adminis- 
tration the concern of Members of Congress about the industrial relations prob- 
lems which might arise over the discontinuance of the old series Consumer’s Price 
Index. They have been joined in urging that this index be continued by both 
labor and management groups which have collective bargaining agreements with 
wage escalator clauses based on it. 

On the basis of a study of these requests, President Eisenhower has asked the 
Bureau of Labor Statistics of the United States Department of Labor to resume 
as quickly as possible the compilation and publication of the old series index 
through June 30 of this year. 

The Bureau will proceed with its announced program of issuing the revised 
Consumer Price Index which has been produced as a result of a 3-year revision 
program authorized by the Congress in 1949. The revised index will be the official 
index of the Government for publie policy purposes. 

The old series index, which has become obsolete in recent years, will be issued 
solely for the purpose of meeting the needs of certain labor unions and business 
concerns which have contracts based on it. This will provide them with concur- 
rent data for comparative purposes for a period of time during which they can 
work out transitional problems arising out of their contracts. 





‘ 


STATEMENT BY Martin P, Durkin, Secretary oF Lasor, WasHrineTon, D, C,, 
January 30, 1953 


In accordance with the request of President Eisenhower, I have instructed the 
Sureau of Labor Statistics to proceed as rapidly as possible with the work of 
reestablishing the old series Consumer Price Index which was discontinued at the 
end of 1952. 

The decision to resume compilation of the old series index for a 6 months’ period 
was taken at the urging of labor and management groups in order to facilitate 
the transition to the new or revised index. 

At the same time, I have instructed the Bureau to give priority to the task of 
preparing and issuing the revised Consumer Price Index which will be the official 
index of the Government. This revised index is the product of more than 3 years 
of intensive revision which was authorized by Congress in 1949. I wish to assure 
the general public and the users of the revised index that this official index will 
come out on schedule 

Some labor and management groups have already renegotiated their contracts 
to make use of the revised index in their wage-escalation provisions. Others are 
in the process of negotiating a shift to the revised index. It is my earnest hope 
that both labor and management groups will expedite their efforts to find mutually 
satisfactory ways of shifting their escalator contracts to the revised index during 
this period. Certainly all new contracts involving wage escalation should use 
the revised index. 

I wish to emphasize that, subject to the difficult administrative problems which 
must be overcome, the old series index will be made available as quickly as possible, 
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Unitep States DEPARTMENT OF LABOR, 
BureEAvU OF LABOR STATISTICS, 
Washington 25, D. C., February 3, 1958. 
Memorandum to: Users of the Consumer Price Index. 


, 


From: Ewan Clague, Commissioner of Labor Statistics. 
Subject: Resumption of the “old series’’ Consumer Price Index for a limited time. 

I am attaching copies of the White House press statement ot January 30, 1953, 
together with a statement issued by Secretary of Labor Martin P. Durkin, relative 
to the continuation of the ‘‘old series’? Consumer Price Index. As you will note 
from these statements, the Bureau of Labor Statistics has been directed to resume 
the compilation of the ‘‘old series’? Consumer Price Index through June 30, 1953, 
issuing it concurrently with the revised Consumer Price Index. 

It should be emphasized that this decision does not in any way modify an- 
nounced plans for the revised Consumer Price Index. This will be the official 
index of the Government for public policy purposes. The revised index for 
January 1953 will be issued about February 28, and thereafter on a regular 
monthly schedule. It will be published on two base periods: (a) The new base 
period, 1947-49=100; and (b) the base period heretofore used, 1935-39= 100. 
As indicated in earlier statements, the revised Consumer Price Index for January 
1953 will be linked to the “interim adjusted” index for December 1952 to form a 
continuous series 

“The old series’’ Consumer Price Index will be issued for each of the months, 
January through June 1953. It will be impossible, however, for the Bureau to 
produce the ‘old series’? monthly index on the previous time schedule, i. e., on 
or about the twenty-fifth of the following month. The “old. series’? index will 
accordingly be issued separately from the revised index and at a later date. 
Sinee the month of January has already passed, and the staff engaged in compiling 
the “old series”’ index has been dismissed, some time will be required to reestablish 
the price-reporting system, The January index, for example, can hardly be ready 
before April 1. We shall notify you toward the end of February concerning the 
probable publication dates of both the January and February “old series’ indexes. 

It should also be clear that complete information for the January 1953 “old 
series’ index is not now available in the Bureau. January prices have, of course, 
already been collected for all cities included in the revised index, namely, food, 
rent, and certain other prices for all 20 large cities and prices for other items for 
9 of the larger of these cities. However, for cities not included in the revised 
index, but which were in the ‘“‘old series,”’ it will be necessary to collect back prices 
or to make estimates for prices which cannot be collected. All steps taken by the 
Bureau in compiling the ‘‘old series” index will be carefully documented. For 
the months of February through June the Bureau expects to be able to compile 
the ‘fold series’’ index on the basis of currently collected prices as in the past. 

The ‘‘old series’? Consumer Price Index was resumed specifically for the purpose 
of meeting the immediate needs of certain unions and management groups which 
have existing wage contracts based on thisidex. It is anticipated that a 6-month 
period will provide time for both labor and management to work out transitional 
problems arising out of the use of this index in their contracts. I want to call 
particular attention to Secretary Durkin’s expressed hope that both unions and 
management will speed their efforts to find ways of adapting contracts now on the 
“fold series” index, and also his caution that no new contracts should be written 
on the “old series’? index. This same caution should apply to any of the 14 city 
indexes which have been discontinued. 

I urge all users to consider this revival of the ‘‘old series” index as purely 
temporary. The revised index has been developed with the advice of labor, 
management, and profesional groups. We in the Bureau believe that it is the 
best index of its kind ever prepared by the Bureau, and that users can rely upon 
it with confidence 


CONSUMER PRICE INDEX 


Mr. Ciacue. I would like to point out that this index is widely used 
in collective bargaining. We estimate there are about 4 million 
workers in the United States who have their wages regulated by this 
index, both up and down. In terms of money, that amounts to over 
a quarter of a billion dollars a week, so that the index is a very im- 
portant factor in settlement of industrial problems. 
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Three years ago the Congress approved a program for revising this 
ndex over a 3-year period. We have submitted to your committee 
each year our progress with respect to the revision, and last spring we 
reported substantial completion of that work. 

In the summer of 1950, when the Congress was considering the 
Defense Production Act, we testified before the Senate Banking and 
Currency Committee and as a result of our experience in that testi- 
mony, We felt it desirable to make a partial revision of the index. We 
knew that the old series was becoming obsolete, and that the Govern- 
ment needed an improved index. ‘We calculated that index back to 
January 1950, and then carried it forward along with the old index 
through December 1952. So, for the past 3 years we have had the 
old series index, which is the one we are talking about here, and the 
partially revised index, which we called the adjusted index. 

Chairman Bripges. So that you may highlight it here, won’t you 
give us just the highlights of the difference between the two for the 
record? 

Mr. Ciacur. The difference between the two is shown by the chart 
here. The dashed line is the old index. 

Chairman Bringes. You might give us that one and we will have 
it printed as part of the record. 

(The chart referred to follows:) 


200908 
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CONSUMERS’ PRICE INDEX 
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DIFFERENCES IN INDEXES 


Mr. Craaue. The solid line is the adjusted index, and you will see 
they don’t differ much. On the whole, the old series is a little more 
volatile and moves up and down more with the seasons. It goes above 
sometimes and sometimes below. That highlights the difference 

Chairman Bripnges. What is there that makes the new index 
different from the old one? 

Mr. Craauer. The difference is due to, in one respect, the weight of 
food. Food is heavily weighted in the old series. We multip/y the 
prices we get each month by our market basket, which represents what 
the ordinary family buys—foods, shoes, doctor bills, hospitals bills, 
and so forth. We have a value or weight attached to each of these 
commodities, and we multiply that by the price. In this old series 
food has an exceptionally heavy weight, so that it markedly influences 
the movement of the index. It happens that food has risen a great deal 
more than other items,in the index, and that is why the old series 
anon was somewhat higher last year. Also, food tends to move 

easonally. We have seasonal vegetables and fruits, which at times 
4 will be high and other times in the year will be lower. That accounts 
for the greater fluctuations in the old index. 

One important point is that in the revised index we cut down the 
weight of food from over 40 percent, which is high, to about one-third, 
which is appropriate to what people are now spending. That revision 
we introduced after Korea in order to have an improved index for the 
use of the Government. There are some other differences, but that 
is the main one. 

Chairman Brinees. Did you include new items in the new index, 
and if so, can you give us an example? 


NEW ITEMS ADDED 


Mr. Cuaaue. Yes; we added certain kinds of commodities that were 
appropriate to the postwar buying. For example, frozen foods. In 
the depression period they were hi wrdly known, whereas in 1947, 1948, 
1949, lots of people bought them, so we added frozen foods to our list 

Another item was television. The old index had radio only but 
when television became important, we split the radio weight and put 
in television. There were other types of commodities like that, a 
total of about 2 dozen, that we added to the 200 we had in the old 
series. 

Senator Maenuson. Drugs? 

Mr. Ciagur. Yes, certain drugs were added. 

Senator Ferauson. I wonder, do you have this in the record? 

Mr. Dopson. It is in the House hearings. 

Chairman Brinces. Mr. Reporter, put in the copy that is in the 
House record so we will have the full particulars. 

(The document referred to follows:) 
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its, poultry 1 fish 
113 Round steak (U.S 
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Pork chops 
Bacon, sliced 
Ham, whole 


Salt pork 
Lunches 
Lamb, leg 
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Perch, froze 
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Catfish, fresh 

Salmon, canned 
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423 Strawberries, fresh 
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451 Beans, green, fresh 
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459 Sweetpotatoes, fresh 
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13 Peaches, canned 
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933 
938 
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Miscella 
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M-014 
M-021b 


M-021 
M-035 
M—-035¢ 
M-037 
M-037t 
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M-054 
M-O54a 
M-O59 
M-—0t4 
M-066a 
M-O68a 
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Comparative list of items specifications) in the Consumers’ Price Indexes, old s¢ ries, 
adjusted series, and revised series—Continued 


Priced for 


Item Remarks 


Foop—continued 


Fruits and vegetables—Continued 
7 Pineapple, canned X X 





7 xX 
524.1 Orange juice; canned xX 
30 Fruit cocktail (canned X 
54 Corn, canned x xX 
3.2 Beans with pork, canned x 
57 Tomatoes, canned X X 
560 Peas, canned X X 
561.1 Soup, vegetable, canned X 
570 Baby foods, strained, canned X 
6il Dried fru runes xX 
5 X 


AG 


Dried vegetables, navy beans 





a 
AAA MM: KH RGM: Re: 


xX 
7 l lea x 
60 Cola drink X 
Fats and oils 
8] Lard xX xX 
817 Shortening, hydrogenated X xX 
844 Salad dressing x x 
R554 Margarine ‘ X 
7.1 Peanut butter X 
gar and sweets 
911 Sugar xX xX xX 
133 Corn sirup X 
938 Grape jelly x x 
or Chocolate bar, plain x 
Vliscellaneous foods 
On Gherkins xX 
wR] Catsup xX 
9R3 Gelatin dessert xX 
Food away from home 
Restaurant meals X 


MEN S CLOTH 


M-014 Overcoat xX X 

M-021t Topeoat x X X 

M-02 ropeoat (alternate to M-021b x x xX 

M-03 Suit, wool (alternate to M-035c X X xX 

M ; uit bas X x X 

M uit, w ] Iter te to M-037t X xX X 

M-—037t Suit, we xX xX 

V-04 lit 1 xX xX Used in area 6 
ertain southern 

id 


M-O59 Slack 





M-—04 Jacket (alternate to M—O6&a/t 

M OnE t ket. horsel ‘ x xX 

N Ae Jacket bo nper 

M-O6st Jacket, surcoat of 4 1 
M—068 Jacket, surc te 

M—O#Rd Tacket, bomber 


ZAK AAAKH KK KAAMA 








— Socks, cotton 
Socks, rayon 


M-181_...... Hat 


M-07 W ork trou tw X X 
MH Work trouser drill xX \ 
M-073t W ork trouse e xX x X 
M-079 W ork trousers, whipcord xX x xX 
M-09 Overalls (alt i » M-09la X X xX 
M-09] Overall X X X 
M-101 W ork shirt X xX xX 
M-—10¢ Work glove x xX 
M-11 Business sh xX xX xX 
M--114 Busine I xX xX X 
M-120a port sh xX 
M-118 Sport shirt (alternate to M-120a xX 
M-122 Pajamas (alternate to M-123 xX X xX 
M-12 Pajamas xX xX X 
M-132 Short x xX xX 
M-142 Undershirt X xX xX 
M-l5la Unionsuit xX X 
M-163 Sweater xX xX xX 
M-1l63a Sweater (alternate xX xX xX 
M-171 : Socks, cotton xX xX xX 
xX xX 
xX X xX 
xX xX xX 
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Comparative lisi of items (specifications) in the Consumers’ Price Indezes, old series, 


Compar 
adjusted series, and revised series—Continued 


Priced for— 














Item | | Remarks 
Old | Adjusted Revised | 
series series | series ! 
WOMEN’S CLOTHING | 
W-008 Shorts .| x | Y-012 
W-O15 Coat, heavy x x | xX i} of 2 priced per Y-021 - .- 
W-Ol5a Coat, heavy x x | 4 city. Y-030a - - 
W-0)24 Coat, heavy - x | x i} Do Y-041 _. 
W-024a Coat, heavy x x | x | " Y-41a-- 
W-031 Coat, sport x oe Y-047.- 
W-O3la Coat, sport (alternate to W-031) x x | x | Y-055a- - . 
W-031b Coat, sport (alternate x xX x Y-056 seri 
W-036a Coat, fur x x x Y-057 seri 
W-040 Suit, wool (alternate to W-040b) xX x x Y-059a _ - 
W-040b Suit, wool x x } xX Y-062e - . - 
W-040c Suit, rayon (alternate to W-040d) x Y-076 
W-040d Suit, rayor x Y-076a - - . 
Ww-42 Skirt, wool x 
W -042c Skirt, rayon x 
W -044a Sweater > 
W045 Blouse, rayon x x F-005. 
W-052b Dress, wool (alternate to W-051b) x x 7 F-005a 
W-05ib Dress, wool x x | x F-010- --. 
W-061d Dress, rayon x x x F-012- --. 
W-061 Dress, rayon x x x F-015. - .. 
W-062c Dress, rayon acetate x xX 4 F-016 
W-065b Dress, cotton street x 4 | x F-021a 
W-067e Dress, rayon x x xX F-033b- 
W-067d Dress, rayon x x x F-033¢- .. 
W073 Dress, rayon x | x x F-034 
W-081 House dress, cotton x x x F-045a . 
W-094b Slip, rayon x xX x F-045 
W-098a Slip, nylon x F-047 
W-10la_. Nightgown (alternate to W-105a) - x | x F-47a 
W-105a Nightgown x x | 7 F-047b 
W-llle Panties xX x | x } F-052 
W-121b Girdle x x | x | F-052a 
W-128 Brassiere x F-052b 
W-13lc Hose, nylon a | x x F-05383 
W-131d Hose, nylon | | x | F-05388 - - 
W-150a Handbag | .| x F-053b_- 
W-152a Gloves, leather (alternate to W-155a) - - x x x F-063- -- 
W-155a Gloves, cotton x x x F-063a 
BOYS’ CLOTHING | 
B-033a Suit, all wool x x x | 1-082 
B-033b Suit, wool blend (alternate to B-033a) x x x | I-081 
B-033e _ . Suit, rayon acetate (alternate to x x x 
B-033a | 
B-052a Slacks x } x ——— ; 

- - | (Use certain S-012 
panos 2 wane = | x cities for calcu- S-012¢ 
ne oe oT lating the “old $-0130-. 
— _ : . series.”’ S-013.. 
Mackinaw x x 8-021 
Pea coat (alternate to B-067 x x | S-02I1c- 
Jac-shirt (alternate to B-067) x x ; 8-032 
Jacket x | S-040a_ 

B-067d Jacket x \J1 of 4 priced per 8-042 
B-067« Jacket x store. 8-053 
B-067f Jacket x | 8-053d 
B-082 Slacks x 8-061b 
B-083 Slacks (alternate x 8-061c. 
B-084 Slacks (alternate | x | 8-065_. 
B-101 Shirt, sport. - x x x 8-075.- 
B-119 Shirt, polo x x . F-071d 
B-118 Shirt, polo (alternate to B-119 x x a F-081 
B-137a Shorts x x x F-082 
B-137b Shorts (alternate to B-137a) x x x 

GIRLS’ CLOTHING | 
G1 Coat x x x if of 2 priced per 
G—Olla Coat x x x store. 
G—O18b Sweater x 
G-019¢ Skirt x 
G-022 Dress x x nA | 
G022b Dress (alternate to G-022 x x x 
G-044 Pantie xX x x 
G-067 Anklets x x x 


PNedebnct ree 
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Comparative list of items (specifications) in the Consumers’ Price Indexes, old series, 
adjusted series, and revised series—Continued 


| Priced for 


Item Remarks 
| Old Adjusted | Revised 
series series series 


HOUSEHOLD TEXTILES 





Y-012 Acetate taffeta xX xX xX 
Y-021 .. Percale X xX xX 
Y-030a Towel x X X 
Y-41 Sheet xX x xX 
Y—-4la Sheet (alternate to Y-041) xX X xX 
Y-+47 Bedspread 7 
Y-055a Curtains, cotton marquisette X x xX | 
Y-056 series Curtains, cotton organdy -- xX xX x »2 priced per city 
Y-057 series... Curtains, rayon marquisette xX | 
Y-059a Drapery fabric X 
Y-062e Blanket x X X 
Y-076 Tablecloth xX 
Y-076a Tablecloth (alternate to Y-076 xX 
FURNITURE AND FLOOR COVERING 
F-005 . Rug x x 
F-005a Scatter rug (alternate to F-005) x xX 
F-010 Rug, axminster (alternate to F-012) xX xX x 
F-012 ‘ Rug, axminster xX X X 
F-O15 Broadloom (alternate to F-016) x 
F-016 Broadloom xX 
F-02la Rug, felt base xX xX xX 
F-033b Living-room suite xX xX xX 
F-033¢ Living-room suite (alternate to F-033b) X X X 
F-034 .. Living-room suite xX X X 
F-045a Dinnette set, wood xX xX xX 
F-045 .. Dinette set, wood (alternate to F-045a) x x x 
F-047 _ _. Dinette set, chrome xX xX 
F-047¢ Dinette set, chrome (alternate to F-047 xX xX 
F-047b Dinette set, chrome (alternate to F-47) xX xX 
F-052 Bedroom suite x X xX 
F-052a Bedroom suite (alternate) xX xX xX 
F-052b Bedroom suite (alternate to F-052) xX xX x 
F-053 Bedroom suite xX xX xX 
F-053a Bedroom suite (alternate to F-053) x xX x 
F-053b Bedroom suite (alternate to F-053) x xX xX 
F-063 Sofa bed x xX a 
F-063a Sofa bed (alternate to F-063) x x x 
INFANTS’ CLOTHING 
1-082 Diapers x X xX 
I-081 Diapers (alternate x x xX 
FOOTWEAR 
S012 Men’s street shoes x xX x 
S-01 2c Men’s street shoes xX 
S-013e Men’s street shoes (alternate) x 
S013 Men’s street shoes | x x 
8-021 Men’s workshoes (alternate to S8-02I1c) x xX 
8-021¢c Men’s workshoes x x x 
8-032 Men’s rubbers x xX x 
S-040a Women’s play shoes xX 
8-042 Women’s shoes x x x 
S-053 .. Women’s shoes x xX . 
8-053d Women’s shoes Xx 
8-061b_ Children’s shoes x 
8-061c_. Children’s shoes (alternate) x 
8-065_. Girls’ shoes x xX 
8-075_-- Boys’ shoes xX X 
F-071d Bedspring a xX x 
F-081 Mattress » 4 xX X 
F-082 Box spring (alternate to F-071d) x x x 














118 SECOND SUPPLEMENTAL APPROPRIATION BILL, 1953 
ompar 
Comparative list of items (spec fications in the Consumers’ Price Indexes, old series, ; F 
adjusted series, and revised series—Continued 
Priced for 
Item Remarks 
Old Adjusted | Revised 
series series series 
I EH 4 ANCES DE I 
MC-075 
H E02 IX t xX xX MC-075a 
HE-~x re ( vate to HE-002 xX xX 
HI R xX xX xX 
HE~)21 g ‘ xX X X Coal 
HE-~) To X X Bitum 
H E~)42 W I ine xX xX X Anthr 
HE-~ cuum cle r (alternate to HE-051 xX xX xX W ood fuel 
HE-) \ i cle I xX xX xX Petroleum 
HE-O7( Re erator xX xX xX Gas for sp: 
HE-O7! Cookstove xX xX xX s other 
HE-O74 Cookstove ym binat xX xX Priced only in 2 Electricity 
cities, 
HE-07 ok xX xX ta Priced only in cities 
where HE-071 is 
not priced. MC-201 
H E-0s linnerwaré lternate to HE-084 X xX x MC-202 
H EOS Dinnerwat lternate to H E-O84 xX X xX M C-202a 
H E-Os4 Dinnerware xX xX xX 
H E-104a Oper 1e% X xX 
HE-104 ( ed \ It te to HI X xX 
104 SE-O11 
SE-012 
MEI t k > RE If SE 01 
SE-014 
HM- Rey 0 x SE-015 
HM+ Rey g ig x SE-0O16 
HM Ext 10 I t xX SE-021 
HM-654 Pa 1 xX 
HM -654a I tbrush (alte e to HM-654 xX SE-022a 
HM-ji4b I ( » HM -654 xX 
HM-658 Ref yor floo xX 
HM-661 Porch flo x 
HM~ Reshingling house roo x 
HM-is Water heater Xx 
H M-—is2 Water heater HM-68 xX 
H M-692a Cabinet kitche ink xX 
HM-469. Faucet, sink X 
HM-#92t Flat I ernate to HM-6911 xX 
HM-693a Fa t k (alt te H M-69 xX 
Tr Z. + } 
) I x xX X 
) X xX xX 
D } X xX X 
1) j xX 
1D 4 \ X 
4) \ X X 
D> ~ 4 x 
D+ ( Xx xX 
D+ lo X x 
DOs Milk esia xX xX xX 
D-1 xX SE-O88a 
D xX 
D X xX xX SE-O084a 
-18 | ! x X X 
D i xX SE-090 
r) l x Xx xX SE-095 
2 R t x X xX S E-092 
D-234 I xX X S E-093 
4 ENANCE SE-098 
MC+ I xX SE-101 
1C-008 I X SE-112a 
{(c-4 X SE-113a 
1¢ ew X X X SE-121b 
M( x X x SE-12le 
M¢ xX X x S E-122a 
MC I ) x X xX SE-121 
MC ire I I xX SE-12la 
MC-) G x X xX 
MC-O4 un X 
MOCO Moto xX xX X 
MC-061 Kero: xX X xX 
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Comparative list of items (specifications) in the Consumers’ Price Indexes, old series, 


adjusted series. and revised series Continued 


Re k 
O Ad R 
Y 
C07 Velocipede x X 
{C-075a Velocipede (alternate to MC x x 
FUELS AND ELF¢ ITY 
Bituminous xX Xx Xx 
Anthracite X x X 
vod fuel Xx Xx xX 
eum fuels xX xX x 
wr space heatir X X 
her tl rac X X X 
i Xx xX Xx 
ICE 
2 of 3 priced per 
1C-201 J xX X xX city for “old’’ 
1C-2)2 Ice X xX X and ‘‘adjusted’ 
I I X x X 1 of 3 per city for 
( “revised”’ series 
SERVICES 
I l Streetear fare xX X xX 
E-012 Streetcar far X x xX 
EO Streetcar fare xX xX X 
SE-014 Bus fare X X Xx 
SEO! Bus fare xX xX xX 
E-O16 sus fare xX xX x 
E-021 Motion-picture-theater adult admis- xX xX xX 
8 E-022a Motion-picture-theater child adn xX 
sior 
E-031 Newspaper on the street ao xX xX xX 
E-03la Newspaper on the street X 
E-032 Newspaper on the street... s 4 Xx 
E-032a Newspaper on the street x 
E-033 Newspaper delivered to home xX xX X 
E-~-033a Newspaper delivered to home xX 
F-034 Newspaper delivered to home xX xX X 
E-034a Newspaper delivered to home X 
E-035 Weekly newspaper en 8 Te ey et xX Small cities only 
E-041 Doctor’s office visit X xX x 
SE-042 Doctor’s house v X X X 
E-043 .. Obstetrical] case (alternate to SE-044 xX xX xX 
E-044 Obstetrical case xX X Xx 
E-051 A ppendectomy xX xX x 
E-061 lonsillectomy X X xX 
E-071 Dental filling X X Xx 
E-079 Tooth extraction with X-ray X x xX 
E-081 Hospital, men’s pay ward xX X X 
E-083 Hospital, semiprivate room X X X 
E084 Hospital, private room X X xX 
E-081la Hospital, men’s pay ward (alternate to xX X X 
SE-O81) 
SE-O83a Hospital, semiprivate room (alternate xX xX X 
to SE-O&3 
S E-084a Hospital, private room (alternate to xX xX x 
SE-Os4 
E-090 Group hospitalization X X 
E-095 Eyeglass frame (alternate to SE-098) xX xX xX 
E-092 Eyeglass lenses (alternate to SE-098) x xX xX 
E-093 Eye examination (alternate to SE xX xX xX 
098). 
5 E-098 Examination, prescription, and eye- xX xX x 
glasses. 
E-101 Haircut xX xX xX 
E-112a Plain shampoo and wave set xX xX xX 
E-113a Permanent wave xX X X 
E-121b Dry cleaning and pressing x 
SE-12le Dry cleaning and pressing (alternate) X 
E-122a Dry cleaning and pressing X 
E-121 Dry cleaning and pressing xX xX 
E-12la Dry cleaning and pressing (alternate xX X 


to SE-121 








sim 














120 SECOND SUPPLEMENTAL APPROPRIATION BILL, 1953 
Comparative list of items (specifications) in the Consumers’ Price Indexes, old : one, W 
series, adjusted series, and revised series—Continued ; .? 
4 solid l 
Priced for contin 
pen 
Remarks | . 
Old Adjusted | Revised made ¢ 
series Series Series Mr. 
. ae Sen: 
SERVICES ont er . 
SERVICES—continued mine Vv 
SE-131 Laundry, 20-pound bundle xX xX X ° 
SE-132 Laundry, 20-pound bundle xX X xX Mr. 
SE-13. Laundry, 20-pound bundle X xX xX 2 of 6 priced per people 
SE-134 Laundry, 20-pound bundle xX xX xX city. S elaiie j 
S E-135 Laundry, 20-pound bundle xX xX xX issuec 
SE-136 Laundry, 20-pound bundle xX X xX 
SE-139 Automatic laundry service x that t 
SE-141 Half soles and heels xX xX x and tk 
SE-l4la a soles and heels (alternate to SE- xX X xX index : 
Hee! lifts xX xX X Sen: 
Auto-brake relining xX 
Auto, complete chassis lubrication xX x xX to con 
Auto, front-end suspension xX xX xX . 
Auto, major brake adjustment xX xX Mr z 
General housework with laundry x xX X Sen: 
Auto, comprehensive insurance xX 
Auto insurance x x Mr. 
Auto liability xX seana 
Auto registration = x : i 
relephone, flat rate xX xX xX cembe 
Telephone, flat rat X X Xx F eo el 
Telephone, flat rate X X a oogeae 5 would 
lelephone, message rate xX xX X - , 
Telephone, message rate xX X xX appea 
Train coach fare xX xX xX 
Residential water rates XxX xX xX 
Television-set repair xX 
CLEANING SUPPLIES AND SUNDRIES 
As 
1050 Toilet soap X X x : 
1055 Laundry soap, bar xX xX in to t 
1059 Laundry soap, powder x xX X l beli 
1062 Detergent x y 
1071 Broom X x x Welfa 
1074 Paper napkins X 
1075 Toilet tissues xX x xX | of the 
1078 Cleansing tissues xX sentat 
1080 Electric-light bulb xX som 
whetk 
TOBACCO AND ALCOHOLIC BEVERAGES Sen 
MC-172 Cigar... x x x Mr 
MC-181 Cigarettes (purchased in tobacco and x xX x ; 
drug stores | we co 
MC-191 Pipe tobacco xX xX ~otthe te : > : 
1201 . Cigarettes (purchased in grocery xX X | x | hi as) 
100¢ — x | x per 
Ovo ellen POT a 4 
SE A RESCH: BERR! SSRRORER! PE xX Mr 
aad ‘eplinincoshaikenieenean etnies a Ser 
will y 
REVISED INDEX Mr 
; ; ' oe ‘ will 
Mr. Ciacun. I have been talking about the partial revision made in ares 
the fall of 1950, which we called the adjusted index. We are coming drop] 
out for January, as a matter of fact on Friday next, with the fully of th 
revised index. That is a new one, which has a still more comprehen- c 
ites v : , 7 ; . ca reesti 
sive list of items in the market basket. We have about 300 items in Sey 
. . \ 
the revised index. 
: eee ee hk pe os 9 out 1 
Senator Fercuson. That is in that? Mi 
‘ y 4 
Mr. Ciacus. Yes. j 
; os - : , 9 gzooc 
Senator Fereuson. You have three? ~ Ge 
; * ; ei ‘ : : 
Mr. Ciacur. We had two indexes running at one time carried sles 


through until December 1952. At that time we took this new revised 
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one, Which we have completed, linked it into the adjusted index—this 
solid line on the chart—in December 1952 and are carrying it on as a 
continuous series. The old index was dropped. 

Senator Fercuson. At that time you knew certain contracts were 
made on a longtime basis? 

Mr. CiaGcus. Right. 

Senator Fmurcuson. Using the old index as the barometer to deter- 
mine wages. 

Mr. Ciacur. Yes, sir. And so, Mr. Chairman, we tried to prepare 
people for that by sending out notices periodically—in fact, we have 
issued seven notices over the last 2 years calling attention to the fact 
that there would come a time when this old series would be dropped, 
and that they should make preparations to move over to the revised 
index when it came out. 

Senator Ferauson. After you stopped then the President asked 
to continue the old index? 

Mr. Ciaaue. Yes, sir. 

Senator Fereuson. He made a specific request upon you? 

Mr. Cuacuer. Yes, Senator. I might elaborate on that. When | 
issued my statement on January 16, the day when we issued the De- 
cember indexes, the old and the adjusted, I announced that that 
would be the last appearance of the old index, and that what would 
appear for the month of January would be the revised index. 


REQUESTS FOR CONTINUATION OF OLD INDEX SERIES 


As soon as that happened, Senator, some requests began coming 
in to the Congress asking that the old series be continued temporarily. 
L believe telegrams came in to Senator Smith of the Labor and Public 
Welfare Committee and also I believe some to Chairman McConnell 
of the House Education and Labor Committee. They made repre- 
sentations to the White House and conferences were held to decide 
whether or not this index should be temporarily continued. 

Senator Fercuson. The President then asked you to continue? 

Mr. Craaur. The President considered this matter and asked if 
we could reconstitute this index. We told him we could, and therefore 
he asked that it be done. 

Senator Fercuson. You said the figures were to be out Friday? 

Mr. Ciacuer. That is the revised index. 

Senator Fereuson. The revised index will be out Friday. When 
will you get out the old index figure? 

Mr. Ciaeue. We are not giving a firm date as vet but I think it 
will be nearly the first of April. We are likely to be about a month 
late. The reason for that is we had disbanded our staff, we had 
dropped the stores that were reporting, some cities were dropped out 
of the index, and when we were asked to pick it up again, we had to 
reestablish that reporting system and that has taken some time. 

Senator Frereuson. You figure that the old index you are getting 
out now under the Presidential order is going to be a good index? 

Mr. Cracuer. Well, Senator, if we had not thought it would be a 
good index, we would not have promised to get it out. 

Senator Fereuson. You think it will be as good as the so-called old 
index before you canceled it? 
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Mr. Ciacusz. There will be some differences because we have had 
to use back pricing and estimates to substitute for actual collection 
of prices at the time. You understand that in any ordinary month, 
like the month of February we are out now, we are in the field col- 
lecting prices of food, and clothing for that month. 


MONTHLY CHECK 


Senator Tuyr. Do you check that every month, 12 months our of 
the year? 

Mr. CLacusn. That is right. 

Senator Toyz. You are constantly in the regular retail market 
places buying just the same as an ordinary shopper would buy? 

Mr. Ciacur. That is right. 

Senator Tuye. You are doing that constantly so that you know of a 
change in retail prices daily? 

Mr. Ciacur. Yes, sir. 

Senator Turn. That is the only way you keep your index current? 

Mr. Ciacur. Did you say ‘‘daily’’? 

Senator Tuyn. Yes. 

Mr. Ciacur. We go in 1 week in the month, the week which con- 
tains the 15th of the month. That is the week we consider repre- 
sentative of the month, and that is the week in which we collect 
retail prices for food. 

Senator Corpon. Won’t you have to have for your adjusted or 
revised inde x all the information you need for the old index? 

Mr. Cracusr. Not all of it. 

Senator Corpon. You mean you had a new market basket in 
which you put in television, and what did you drop out? Did you 
drop out beans? 

Mr. Ciacur. We dropped out a few insignificant items that do 
not matter, so the answer is “yes,” for the revised index we are collect- 
ing on approximately the 200 items we had in the old index. 


COMPILATION OF INDEX 


Senator Corpon. Could you not go back into your records and 
reconstitute the old index from that portion of the data you have 
for the revised index? 

Mr. Ciacur. Yes, sir; we have 75 percent of the total weight of 
the old series index already collected in January in the process of our 
normal collection. 

Senator Corpon. You mean you dropped 25 percent of it? 

Mr. Cragur. The 25 percent is in cities ane from the revised 
index, cities not now appearing. There is where we had to go back 
out and reconstitute that index. 

Senator Corpon. You got a different factor here. You had a 
clearer reflection of the different geographical areas in the old index 
than you have now? 

Mr. CLtacur. That is right. 

Senator Corpon. Why did you do that? 

Mr. Ciacur. Because we regard this revised index as a better 
representation of all classes of cities in the country—large, medium, 
and small. 
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Senator THyr. Where did you drop a city—what section of the 
United States? Then you went back into that area and picked that 
city up again? 

Mr. Ciacur. We dropped the city of Milwaukee from the old 
series. We donot have that in the new series. 

Senator Tuyxr. Just why does it make any difference whether you 
have Milwaukee in the new in relation to the fact that you had it 
in the old? 

Mr. Cracur. It makes very little difference. I could give you a 
very satisfactory index by computing an old index from the cities 
we now have, from the 75 percent of the market basket we collected. 

On the other hand, we were instructed to go back and get this 
index as nearly Jike it was as we possibly could, so we are going out 
and resuming collection of prices in every city and every store that 
we lost, so that we can come as near to that index as we can. 

Senator Tuyr. Would there be any difference in the index as you 
would compute it with Milwaukee in comparison with St. Paul, we 
will say, or River Falls, Wis.? 

Mr. Ciacur. There might be some, but you understand that the 
index I am talking about now is the national average and Milwaukee 
has a small weight in the national average. It would be almost lost 
in the total number of cities. It is not the city of Milwaukee that is 
important for present collective bargaining purposes but the national 
average of all cities. 


BASIS OF SELECTION OF CITIES 


Senator Smrra. On what did you base your selection of the cities 
in the new index—what was it you based that selection on? 

Mr. Ciaaur. We based it on an effort to get a representation of 
cities of all sizes and classes. One of the criticisms of this index 
during the last war, when there was so much controversy about it, 
was that it had representation of only large cities. In the 34 large 
cities we had in the older series the smallest is about 100,000 popula- 
tion. The criticism was we did not have cities that were smaller 
than that, so in this new revised index we have reached as low as 
communities of 2,500 people, 30,000, 50,000. In doing so we gave up 
some of the larger cities for reasons of economy. We could get a 
good overall representation without all those larger cities. 

Senator Smita. In the same area? 

Mr. Craaur. Yes—cities in the North; cities in the intermediate 
section of the country, and cities in the South, which is warmer. We 
classified the country into areas of climate, which affects overcoats, 
fuel, and so forth. For example, the city of Minneapolis-St. Paul 
survived and Milwaukee did not. It was more important for us to 
vet some small communities in the outlying sections than to have more 
large cities. If we had had more funds, I would like to have had 
more cities. 

Senator Corpon. The question really is not, Is the adjusted index 
as good as or not as good as or better than the old or whether the re- 
vised is not as good or just as good or better than. It is simply a 
question of the fact that it is not the same; is that nght? 

Mr. Ciacue. Well, that is the issue that may arise. 
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Senator Corpon. That is the issue that has arisen. You have a 
yardstick made up of an index where you had certain geographical 
locations and certain items. You have improved it, but when you 
improved it you changed it and therefore that yardstick can’t be 
used because you do not have it. 

Mr. Ciacue. That is the yardstick we are re-creating. 

Senator Fercuson. You have gone back to get the old yardstick. 


Mr CLAGUE. Yes. 


POSSIBILITY OF ERRORS 


Senator Frereuson, In your opinion, do you really think that the 
way you are reconstructing the old one, which you will have out in 
April, will have errors of any consequence? 

Mr. Ciacur. No, sir; | do not think there will be errors of any 
consequence. I would like to say, first, that I would not want to 
guarantee any index we publish as being absolutely perfect. In this 
revised index, which we think is the best we have ever had, we hope 
to have a safe margin of error of \o of 1 percent. 

Senator Feravuson. What do you anticipate would be the old one? 

Mr. Ciacvue. That is a perfection we have not had before. In the 
adjusted index which we have had during the last few years, I would 
not want to guarantee that the figures we have published are accurate 
within a tenth of 1 percent. In any of our figures the users of the 
index recognize that. When we reconstitute this index, which we are 
now doing, February will be just as good as any index we had last 
vear; so will March, April, May, and June. The only one that might 
have a question would be January, and for that month we have 75 
percent of all prices collected as usual. .We will use two methods of 
picking up the others. One is a system of back-pricing, and by that 
method we will pick up about 20 percent. The third is a method of 
estimating from other data we have, and that will be about 5 percent. 

Some back-pricing is as accurate as prices collected at the time. 

Would there be any problem as to streetcar fares in the city of 
Washington, if we had not collected that information last month? 
No, of course not. The fare is still 17 cents. We can still get that 
information this month. 


GEOGRAPHICAL DIFFERENCE 


Senator Tuyr. Does it make any difference geographically where 
you collect it? 

Mr. Ciacur. We went back to the same cities. 

Senator Taye. But if you dropped a city in the North and picked 
up a city in the South, would that geographical change have any 
effect on the index? 

Mr. CLracur. It might have some effect. I can think of one. For 
example, rent is an item which in some cities is under strict rent 
control, while in others controls were taken off. It might be important 
to pick up rents for some of the missing cities. 

Senator Tuyr. If you dropped geographically a northern city at a 
certain time in the winter months and picked up a southern city, you 
would have the item of fuel and heavy clothing. 

Mr. Ciaaue. Yes, sir 
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Senator Tuyr. That would make a material difference in the index. 

Mr. CraGvue. First of all, we would not exchange a northern city 
for a southern city. We sometimes use one city to represent another 
We do that all the time, but only a city in the same climate belt. 

Senator THyr. When you dropped Milwaukee, for instance, what 
section of the United States did you go and find a city comparable; 
| mean geographically, now? 

Mr. CiaGcuen. We had small cities in that general area of the Middle 
West, but I would say mostly Milwaukee would be behaving like 
Minneapolis. Minneapolis could represent cities like Milwaukee 

Senator Frrcuson. In reconstituting the old one you kept Mil- 
waukee? 

Mr. Ciacue. Yes, in reconstituting the old index, 1 was instructed 
to go back and make the old index just like it was. The old com- 
modities were used. With an insignificant exception which does not 
matter, the same communities are represented, the same specifications 
for each of the commodities. 

Senator Ferauson. Same form and same basis? 

Mr. Cracue. That is right. 

[t is an attempt to make it just like it would have been. 

Senator Frerauson. You believe that the chances of error by the 
short delay that you had there are not important? 

Mr. CiacueE. It is not very significant. For example, the index for 
December, this old series, was 191. I do not know what it will be 
for January when we come out with it, but let us assume it is 190. 
Our January index might be just as accurate as though we had been 
there and collected prices on the spot just as usual. On the other 
hand, there might conceivably be a minor variation, say one-tenth 
of 1 point; the index might have been 189.9. 

Senator Ferauson. You went to the same stores? 

Mr. CLacue. Yes. 

Senator Frrauson. You used the same method of going to the 
stores? 

Mr. Cracuet. Yes. 

Senator Frrauson. Is there any reason why the store could not 
give you the prices 2 or 3 weeks later or 4 weeks later? 

Mr. Ciacur. On much of the back pricing they go into their 
records and we can get prices just as they were. 


QUESTION OF RENT 


s have an illustration—rent, for example. We collected in January 

) percent of the total weight of rent in the old index. But back- 
sal ing of rent is no problem. The family is still living there; they 
know if there was a change in rent last month. We will have a good 
record on rent. 

Chairman Bripces. Let me ask you this before you leave rent. 
You have reduced the weight of food in the new index from approxi- 
mately 40 to 33%? 

Mr. Cracur. Yes. 

Chairman Bripces. Does the weight of rent in the new index re- 
main the same? 

Mr. Ciacue. No, it has been changed to some extent because we 
brought home ownership into the index. 
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Chairman Bripces. What does it run now? 

Mr. Ciacue. I do not recall. 

Chairman Brip@ss. Is it more or less? 

Mr. Criacue. It is a little less because home ownership has been 
moved in with a heavier weight. 

Senator Fercuson. Do you anticipate that when you get these two 
running side by side there will be much difference in them? 

Mr. Craaun. No, | think it will behave like you see here. There 
will be minor differences. The old index rises and falls below the 
other, food being very important in the old. 

Senator Fercuson. Do you think over the year it will run almost 
parallel? 

Mr. Craaue. | hesitate to anticipate that. I rather think the old 
index will fall more in the near future because it has a heavy weight 
for food, and food is going down now. The revised one will be more 
stable. 

Senator Fercuson. You will know that after you get these two out 
together? 


Mr. Ciacvue. Yes, sir. As I said earlier, Senator, the difference 
that people are talking about here is insignificant. Any margin of 


error we would have would be inconsequential in terms of the figures 
actually produced 
SUMMARY OF REQUEST 


Chairman Bripces. May | summarize this? You are asking for 
$150,000 which does not include new money? 

Mr. Cracur. That is right. 

Chairman Bripexs. $100,000 to be derived from the appropriation 
of salaries and expenses of the Economic Stabilization Act of 1953, 
and $50,000 from the transfer from the appropriation for salaries and 
expenses of the Mexican farm labor program, 1953. 

In other words, you have two transfers from two previous ones, and 
you are asking us to approve the transfers for this program to carry it 
out, with no new funds involved. 

Mr. Ciacur. Yes, sir. 

Senator Smira. For the record, will you supply the list of towns and 
cities used in the present and proposed index? 

Mr. Cracur. Yes, we will. 


(The information referred to follows:) 
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iT1ES IN WuHicH Prices ArE COLLECTED FOR THE CoNSUMERS’ Price INDEX 


REVISED CONSUMERS’ PRICE INDEX 


All cities over 1.000.000 


New York, N \ 
Jersey 

Chicago, Ill 

Los Angeles, Calif 
Detroit, Mich 
Philadelphia, Pa. (Camden, N. J 
Boston, Mass 

Pittsburgh, Pa 

Cleveland, Ohio 

Washington, D. ¢ 

Baltimore, Md 

St. Louis, Mo 


San | rancisco, Calif 


northeastern New 


Cities of 240,000 to 1,000,000 


Kansas City, Mo 
Minneapolis-St. Paul, Mint 
Portland, Oreg 

*Houston, Tex 

‘Scranton, Pa 

*Seattle, Wash. 

*Atlanta, Ga 

*Cincinnati, Ohio 
Youngstown, Ohio 


Cities of 30,000 to 240.000 


Canton, Ohio 
Charleston, W. Va. 
Lynchburg, Va 
Evansville, Ind. 
Huntington, W. Va 
Middletow hh, Conn 
Madison, Wis 
Newark, Ohio 


San Jose, Calif 


Ashland, Kv.) 


Cities under 30,000 


Grand Forks, N. Dak 
Madill, Okla 
Pulaski, Va 
Ravenna, Ohio 
Camden, Ark. 
Garrett, Ind 
Rawlins, Wyo 
Shawnee, Okla 
Anna, Il. 
Glendale, Ariz. 
Grand Island, Nebr 
Laconia, N. H. 
Lodi, Calif. 
Middlesboro, Ky. 
Sandpoint, Idaho 
Shenandoah, lowa 


* Cities for which indexes are published 


29998—53——_9 


OLD SERIES CONSUMERS’ PRICE INDEX 


*Atlanta, Ga 
*Baltimore, Md 
*Birmingham, Ala 
*Boston, Mass. 
*Buffalo, N. Y. 
*Chicago, Ill. 
*Cincinnati, Ohio 
*Cleveland, Ohio 
*Denver, Colo 
*Detroit, Mich 
*Houston, Tex 
*Indianapolis, Ind 
*Jacksonville, Fla 
*Kansas City, Mo 
*Los Angeles, Calif 
*Manchester, N. H. 
*Memphis, Tenn 
*\ilwaukee, Wis 

* Minneapolis, Minn 
* Mobile. Ala 

*New Orleans, La 
*New York, N. \ 
*Norfolk, Va 
*Philadelphia, Pa 
*Pittsburgh, Pa. 

*P rtland, Maine 
*Portland, Oreg 
*Richmond, Va 

‘St Louis, Mo. 
*San Francisoc, Calif 
‘Savannah, Ga. 
*Scranton, Pa 
*Seattle, Wash 
*Washington, D. C. 


ADDITIONAL CITIES FOR WHICH FOOD 
ONLY WAS COLLECTED 


sridgeport, Conn 
Butte, Mont. 
Cedar Rapids, lowa 
Charleston, 8S. C. 
Columbus, Ohio 
Dallas, Tex. 

Fall River, Mass. 
Jackson, Miss 
Knoxville, Tenn 
Little Rock, Ark. 
Louisville, Ky. 
Newark, N. J. 

New Haven, Conn 
Omaha, Nebr 
Peoria, Ill. 
Providence, R. I. 
tochester, a: aa 
Salt Lake City, Utah 
St. Paul, Minn, 
Springfield, Ill. 
Wichita, Kans. 
Winston-Salem, N. C, 
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Senator Fereuson. Is that in the House committee’s report? 

Mr. Ciaauer. I do not believe so. 

Chairman Brinces. If there are no other questions, thank you 
very much, gentlemen. 

One gentleman has been re quested to appear before the House and 
Senate committees at the same time. So, we will hear him for ten 
minutes now, to testify on the Department of the Interior appropri- 
ation request concerning saline water. 


DEPARTMENT OF THE INTERIOR 
RESEARCH IN THE UTILIZATION OF SALINE WATER 


STATEMENTS OF GOODRICH W. LINEWEAVER, SECRETARY’S 
REPRESENTATIVE; DAVID S. JENKINS, COORDINATOR; N. B. 
BENNETT, ASSISTANT DIRECTOR OF PROJECT PLANNING; 
JOSEPH J. STROBEL, CHEMICAL ENGINEER; AND DALE L. 
ROTHROCK, CHIEF, FISCAL SECTION 


AMOUNT REQUESTED 


Chairman BripGces. What is your name, sir? 

Mr. Lineweaver. Goodrich W. Lineweaver, Secretary’s repre- 
sentative for this particular program in addition to my duties as 
Assistant Commissioner of Reclamation. 

Chairman Brinces. What are you requesting of this committee? 

Mr. Lineweaver. The budget estimate for supplemental appropri- 
ation is $275,000 to supplement an item of $125,000 that was carried 
in the first supplemental appropriation bill that was passed in the 
closing days of the session last July. 

Chairman Brivces. What did the House do? 

Mr. Lineweaver. The House allowed $50,000. 

Chairman Brinces. And you are now asking us for what? 

Mr. Linewraver. The Budget estimate is for $275,000; but, in 
order to make the record clear as to what the position of the Depart- 
ment is, | would like to submit for the record a letter from the Secre- 
tary to Senator Case, who was one of the sponsors of Public Law 
448, in which the Secretary endorses the program but has this to 
say with respect to this presentation: 

Mr. Lineweaver is being requested to make the same type of presentation to 
the Senate Appropriations Committee with respect to the supplemental appro- 
priation estimate for fiscal year 1953 that.was laid before the House committee, 
but I have not studied the matter sufficiently to determine whether it is necessary 
to have the full amount of the supplemental estimate of $275,000 appropriated. 

1 will submit the letter, Mr. Chairman. 

Chairman Bripcrs. We will incorporate that letter in the record. 

(The letter referred to follows:) 

DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington, D. C., February 20, 1958. 
Hon. Francis Caspr, 


United States Senate, Washington, D. C. 
My Dear Senator Case: I have delayed a reply to your letter of January 
28, pending action of the Appropriations Committee of the House of Repre- 
sentatives on the supplemental estimate of $275,000 for the saline-water pro- 
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gram for fiscal year 1953. I am advised that the committee included in the 
bill an item of $50,000 for ‘‘Contracts with research organizations and private 
firms for work on treatment of saline water.’’ The House of Representatives 
approved the item in the passage of H. R. 3053, the Second Supplemental Appro- 
priation Act, 1953 

Previous to the hearings before the House subcommittee, I discussed the 
program briefly with Mr. Lineweaver, who told me of your interest in the sub- 
ject. I advised him that, while I had not had the opportunity to familiarize 
myself fully with this particular activity, I favored its continuance as a going 
program. Particularly, I was impressed with the importance of the research 
in connection with increasing the supplies of potable water in the inter.or areas 
of the West for irrigation, industrial, and domestic purposes. I noted that 
this phase of the program, in which you have been especially interested because 
of its relationship to the demineralization of waters of South Dakota and other 
western streams, has been receiving emphasis. 

It would seem that the development of economic methods of purification 
of brackish water for irrigation and related purposes offers opportunity for 
earlier solution and at the same time will contribute to the long-term objectives 
of desalting sea water. I strongly favor full development of western water 
resources for irrigation, industrial, and domestic uses, and I hope this program 
will make a substantial contribution to that objective. 

I also favor the closest possible cooperation with State universities and colleges 
and other educational institutions, as well as with research organizations and 
private firms, in the activities and also Government agencies. The maximum 
degree of coordination is to be carried out in order to avoid duplication and 
unwarranted expenditure of public funds. 

Mr. Lineweaver is being requested to make the same type of presentation to 
the Senate Appropriations Committee with respect to the supplemental appro- 
priation estimate for fiscal year 1953 that was laid before the House subcommittee, 
but I have not studied the matter sufficiently to determine whether it is necessary 
to have the full amount of the supplemental estimate of $275,000 appropriated. 
With respect to the budget estimate of $400,000 for fiscal year 1954, which will 
be presented to the House Committee on Appropriations early next week, I advise 
that this estimate will be reviewed in accordance with the instructions issued by 
the Bureau of the Budget for reexamining the entire fiscal year 1954 budget. 

I appreciate your interest in this as well as other programs of the Department 
of the Interior of which I have been advised, and I trust we may have an early 
opportunity to have a full discussion of these subjects. ; 

Sincerely yours, 
Dovetas McKay, 
Secretary of the Interior. 


Mr. Lineweaver. Mr. Chairman, I also have at this time a state- 
ment of Senator Case addressed to the committee, which he would 
like to have made a part of the record. 

Chairman Bripges. Very well. That may be done, 

(The statement referred to follows:) 


STATEMENT BY SENATOR CASE ON SuppLEMENTAL APPROPRIATION 
REQUEST FOR SALINE-WATER PROGRAM 


It is said that all the water of the oceans, spread evenly over the earth, would 
cover this globe to a depth of 2 miles. Squeezing all of the vapor out of the 
atmosphere would add only 1 inch to this depth, or a thousandth part of one 
percent. Yet, all earthly life and activity rest on this small percentace of water 
carried by the atmosphere in the form of vapor and eventually spilled to the 
ground as rainfall. 

These figures show the vastness of the ocean water reservoir and the com- 
parative smallness of the amount taken from that reservoir by nature and made 
available to man for his consumption and use. 

Obviously, if we can tap the reservoir directly, instead of relying on the small 
part evaporated off its surface and precipitated out of the skies, we will have an 
endless, unlimited water supply; and we can do this as soon as effective and 
economical methods of desalting sea water have been devised 

Recently a new process, involving the use of synthetic ion-selective membranes, 
has been announced. It will apparently demineralize water at much less cost 
than previously known distillation methods, and it gives hope that the use of 
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purified sea water may become feasible in the near future in Many areas reason- 
ablv close to the sea 

But, while the conversion of sea water is very important, the possibility of 
purifying brackish water, containing salt concentrations one-tenth to one-fifth 
that of sea water, is also important and of greater immediate concern to the in- 
land Western States. Brackish water has stvmied irrigation in many areas; it 
has made unfeasible the construction of a number of projects needed for flood- 
control and stock-water purposes; it has limited the acreage that can support 
livestock; and it bas caused serious and costly water supply problems for farms, 
ranches, and municipalities 

For instance, in South Dakota a dam has been built at the Shadehill site on 
the Grand River, but the irrigation phase of the project has been found unfeasible 


because of brackish water. At the Bixby site on the Moreau River, a dam, in- 
cluded in the Missouri River development plan and needed for flood-control 
storage and for the provision of stock water, has been found unfeasible. The 
Federal investment in planning and land acquisition may never be recovered 


unless the brackish water of the Moreau can be made suitable for irrigation. 

The new ion-selective-membrane process can purify brackish water more 
cheaply than sea water. Grand and Moreau River waters, therefore, have been 
passed through a svynthetic-membrane cell \ usable product has resulted, and 
the cost figures, while inexact at this stage of the project, are encouraging. Under 
terms of Public Law 448, a further research contract has been entered into for the 
testing of waters of the west -rn tributaries of the Missouri River, the testing of 
certain Texas waters, California waters, as well as diluted and straight sea water. 

The results of this project, which is an important but small part of the work 
being started in this field under Public Law 448, will find application in most of 
the Western Stites, at least, and possibly other States as well 

This program has far-reaching implications for the future, but it also has prac- 
tical bearing on the present. 

The development of the synthetic-membrane process for treating sea water has 
been an accomplishment of free enterprise. Why then, it may he asked, should 
the Federal Government engage in this activity? 

Under the terms of Public Law 448, the Federal Government does not engage 
in sea-water research but encourages and supports to a limited extent the research 
done by private and public groups. In this field, as in other fields of research, it 
is well to have a central agency to collect and coordinate scientific and economic 
information obtained from many sources, including foreign sources. It is well, 
also, to the able to fill in gaps of research not being performed by private or other 
non-Federal groups. For instance, the immediate profits to be realized in the 
processing of industrial solutions—such as sugar, glycerine, milk, and other or- 
ganic products—might lead scientists in this direction to the neglect of work 
which should be done toward assuring public water supplies. 

The Federal Government, by means of small contracts judiciously placed, can 
accelerate the development of practical methods for purifying water which will 
have very broad application. 

Another reason for Federal interest is that of direct benefit to the Federal 
Government. I have mentioned irrigation projects in which the Federal Govern- 
ment has an interest. I might mention also a situation at the ordnance depot 
operated by the United States Army at Igloo, 8. Dak. Cast-iron water mains at 
this installation have deteriorated rapidly, and some of them have been replaced 
prematurely at considerable cost to the Government. Precautionary measures 
against the corrosion, caused by salts carried by water, have proved expensive 
and it has not been established that they will be effective. Very possibly the 
water going into these mains could be economically treated so as to preserve the 
Federal investment in the ordnance-depot water-distribution system and, at the 
same time, provide the depot with softer, more palatable and more usable waster. 
If so, the benefits of this knowledge could be extended to many other Federal 
installations. 

The amount authorized by Public Law 448—that is, $400,000 each year for 5 
vears—for the Federal saline-water program has been called ‘‘more than nothing 
and less than enough’’ by one of the scientists connected with a prive.te company 
doing research in the field. Whatever is appropriated can be put to immediate 
use and will lead to earlier accomplishment of the objectives of the law. 

The program established by Public Law 448 is presided over by an Advisory 
Council on the Saline Water Program, made up of eminent scientists and busi- 
nessmen, nine in number. One of the members of this Council, Mr. Henry J. 
Schmitt of Aberdeen, 5. Dak., publisher of a newspaper in that city, has com- 
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ented that the funds authorized are ‘‘too limited,’’ which observation reinforces 
the stand that the sum authorized, at least, should be appropriated. 

It would be well if the Congress would provide the full sum authorized by the 
ict, Which would now mean $275,000 in supplemental money. Lacking this, it 

ould, in my opinion, at least provide a substantial sum to maintain the program 
ind enable the work to go forward without too much delay, which, in the long run, 

ild prove costly to the Government and to the public. 

lhe report of the House Appropriations Committee on this supplemental budget 
request mentioned that the funds appropriated should be used in contracting with 
research organizations and private firms. It was the intent of Public Law 448 
as the language of sec. 2 (d) specifies) that contracts might also be made with 
lucational institutions 

I suggest that it be made clear that the money appropriated may be used for 
‘ontracts negotiated with such institutions ; 

FRANCIS CASE, 
United States Senator 


Mr. Lineweaver. May I also submit for the record a prepared 
statement which goes into more detail? 

Chairman Bripees. Very well. 

(The statement referred to follows: 


DicEst—RESBARCH IN CONVERSION OF SALINE WATER 


STATEMENT OF G. W. LINEWEAVER, SECRETARY’S REPRESENTATIVE, BEFORE 
SENATE SUBCOMMITTEE ON INTERIOR APPROPRIATIONS 


(Supplemental 1953—%$275,000) 


The research and technical-development program authorized under Public 
Law 448, 82d Congress has two related objectives: Conversion of sea water in 
large quantities at economical cost, and demineralization of brackish inland 
waters 

Of $400,000 annual appropriation authorized, $125,000 was appropriated in the 
first 1953 supplemental act to get the program started Of this, $100,000 was 
available for departmental use, leaving $25,000 for research contracts, grants, and 
consultants. Only $69,000 is being used for departmental expenses for this year 
and the remaining $56,000 is committed for research contracts, grants, and 
consultants. Further contracts and grants for research will not be possible with- 
out additional funds. Additional worthy research amounting to $130,000 has been 
firmly proposed, and other proposals under preparation will more than require 
the $275.000 requested a 

Public Law 448, 82d Congress, 2d session, authorized the Secretary of the In- 
terior to conduct a program of research into development of practical means for 
the economical production, from sea or other saline waters, of water suitable for 
agricultural, industrial, municipal, and other beneficial consumptive uses, and for 
other purposes. 

The research to which this program is directed is divided into two major related 
objectives: 

1. Conversion of sea water to beneficial uses, recognized as a long-term program 
with many ramifications. 

2. Demineralization of brackish water, primarily for adaptation for agricul- 
tural and industrial purposes, which may well be a substantial step toward the 
development of economical means of converting sea water. 

In recognition of the acute shortages of fresh water for irrigated agricultural 
and industrial purposes, and threats to domestic supplies in many areas of the 
Nation and the need to take immediate steps toward coordinating and stimulating 
research in the development of processes which would provide additional water 
supplies, an appropriation of $125,000 was made in the closing days of the 82d 
Congress to initiate the program. The current request is for a $275,000 supple- 
mental appropriation to provide the full $400,000 authorized under the act for 
fiscal year 1953. 

Of the $125,000 appropriated for fiscal year 1953, only about $69,000 will be 
used within the Department. This includes a small coordinating staff in Washing- 
ton, certain work by the Denver Laboratory of the Bureau of Reclamation, and 
limited work by the Bureau of Mines and the Geological Survey, in addition to 
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the per diem and expenses of nine advisers to the Secretary of the Interior on the 
program. 

This leaves some $56,000 of the 1953 appropriation for contracts, grants, and 
consultants’ services needed for evaluation of processes and proposals. Of the 
$56,000 available for this contractual service, $35,000 has now been contracted. 
Included in this total is 1 grant for $5,000 to assist in the completion of research 
already begun by a university on (a) a small solar still, (6) a thermal difference 
plant, and (c) utilization of waste heat in conversion of sea water to potable uses; 
and 1 contract in the amount of $30,000 for research in the development of 1 ion 
selective membrane process looking to the demineralization of both brackish 
water and sea water. An additional firm proposal in the amount of $3,000 for 
preliminary research on a solar evaporation process, upon which the feasibility of 
a subsequent development contract is to be based, has been recsived. An initial 
research project to determine the quality of selected saline ground and surface 
waters in prarie States needed for the planning of research on specific processes is 
being prepared. This probably will take the form of a grant to a State institution. 
About $8,000 will be required for research consultant services needed in evaluating 
the proposals and results of this research, leaving less than $10,000 for all contrac- 
tual research for the remainder of fiscal year 1953. 

An outline of physical, chemical, and electrical phenomena and new energy 
sources which might be developed to separate minerals in solution in water has 
been prepared and distributed broadly among organizations and individuals who 
have a genuine scientific interest in the activity, together with a limited number of 
statements of procedure to be followed in applying for research grants and con- 
tracts under the program. A constantly increasing number of replies are being 
received which indicate already that there are many well-qualified scientific 
organizations which are prepared to submit proposals for research grants and con- 
tracts. Of 5 proposals which have been received, 1 grant and 1 contract have been 
awarded and 3 contracts are in final stages of evaluation. The amount of these 
contracts and grant aggregate approximately $55,000 or all of the funds available 
for this purpose from the $125,000 originally appropriated. This indication of 
interest in the program and the desire of all concerned to proceed as rapidly as 
technical proposals can be prepared and evaluated, make it clear that if the pro- 
gram is not to lag during the last months of fiscal year 1953, it will be necessary 
that additional funds be made available. 

While it is not possible exactly to estimate the cost of each of the research 
undertakings under the grants and contracts already proposed, which involve 
primarily research of an applied nature, similar research contracts for other 
purposes conducted by other agencies range in cost from as little as $500 to 
several million dollars each. More than 20 proposals are now being prepared, 
10 of which we have received in some detail. Those 10 proposals alone would 
involve obligations by the Federal Government of approximately $130,000. This, 
together with those being received almost daily make it certain that all of the 
$275,000 herein requested together with the $56,000 already available for this 
purpose will be needed as well as the $400, 000 re quested for fiscal year 1954. 

Of this supplemental $275,000 requested for fiscal year 1953, all ‘will be used 
for contractual services except the $2,200 for equipment and communications 
and an allotment of $5,000 each to the Bureau of Mines and to the Geological 
Survey for such purposes as assistance in preparation and revision of the program, 
evaluation of selected research proposals, supervision of selected research con- 
tracts, evaluation of results including laboratory tests and specialized surveys 
such as those needed to determine the quality of brackish waters to be demineral- 
ized by processes to be developed, study of markets for mineral byproducts, etc. 


RESTRICTION BY HOUSE 


Mr. Lineweaver. I may say in a hearing before the House Sub- 
committee on the Second Supplemental Appropriations Bill on pages 
348 to 369 we made a complete statement of what the requirements 
were and what we propose to do with the $275,000 provided it is 
appropriated. 

I would like to make this clear, Mr. Chairman. The House com- 
mittee made very clear to us that they expect us to live within the 
$125,000 unless the Congress saw fit to appropriate additional funds. 
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I would like to make it very clear that we are living within the 
$125,000, will not incur any deficiency, and only programed funds 
to the extent that they are appropriated until additional funds are 
appropriated. 

In connection with the House comment in its report, it said that this 
$50,000 should be used for contracts with research organizations and 
private firms. 

It is not clear that the House intended that we should be permitted 
to carry out the provisions of Public Law 448 which require or au- 
thorize us to go out and cooperate with the State and other educational 
institutions in research. 

We call the attention of the committee to that point so there will 
be no question that we should be permitted to cooperate with educa- 
tional institutions as well as research organizations. 


COOPERATION WITH EDUCATIONAL INSTITUTIONS 


Senator HaypEen. As I understand it, you have been cooperating 
with educational institutions. 

Mr. LiIneEWwEAVER. Yes, sir. 

Senator HaypEeNn. And that is going on now? 

Mr. LineEweraver. Yes, sir. 

Senator Haypgen. If you cooperated only with private industry, 
that cooperation would be broken. 

Chairman Bripcres. Why do you need $225,000 more than what 
the House gave you? 


REASON FOR REQUEST 


Mr. Lineweaver. The problem there, Mr. Chairman, is how fast 
the Congress desires us to proceed with this program. As was stated, 
Public Law 448 was passed in the closing hours of the last session of 
Congress, the Senate wrote in on the floor the $125,000 appropriation 
in the supplemental appropriation bill to get us started pending the 
regular session in January and the conference committee accepted 
that amount. 

Now in order to expedite and stimulate the research and effect the 
proper coordination of what has been done and is being done by private 
firms, research organizations, and educational institutions, the De- 
partment recommended and the Budget Bureau sent up the estimate 
of the $275,000 to supplement the $125,000 on the theory that the 
program should go forward to the maximum of the $400,000 limita- 
tion annually set forth in Public Law 448. 


EXTENT OF PROGRESS 


Chairman Bripces. Let me ask this. Do you think you are making 
progress? Can you report to this committee that you have made 
progress? 

Mr. LiInEwEAVER. Yes, sir. 

Chairman Brinaes. Is there a feeling that this will be a practical 
proposition on a large scale? 

Mr. Lineweaver. We feel that with adequate research and the 
cooperation that we are working out with the Defense Department, for 
example, the National Science Foundation, and other Government 
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agencies as well as private firms, educs 
organizations, we will be able first to bring up economical methods 
first of demineralizing brackish water in the interior areas, to which 
Senator Case has addressed his letter in particular, and that that will 
lead into the long-range objective of desalting sea water by economical 
means, 

Chairman Bringes. Are there any questions? 

Senator Haypen,. If you had the $125,000, what did you do with it? 
Are you carrying on work at a rate that requires $275,000 more or 
would you undertake new contracts? 

Mr. Linewraver. We would undertake new 
to expedite research. We have not made 
part of the $125,000 that is alloc 

We still have some eight or te 
be allocated for those purposes. 

Senator Haypen. What are the 
now and the 30th of J 
short time? 

Mr. Linewraver. We have made explor 
us before July 1 to award contra, 's or grants and obligate the funds on 


a sound program before June 30 to the amount appropriated, and we 
would be that much ahead in the program. 


itional institutions and research 
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ADVISORY GROUP ANNOUNCED 
Senator Corpon. On page 353 of the House hearings you indicate 
that an advisory staff for the Secretary has been announced, and you 
list the individuals and their positions with institutions of learning in 
the field of science, and so forth. 
Has there ever been a meeting of the whole of th 
Mr. Linewraver. Yes. sir. We had 
which 7 of the 9 advisers were present, 
tion of the committee. | would like to se 
Dr. Louis Koenig, associate director, 


at advisory group? 

a meeting on December 16 at 
and if I may, for the informa- 
t forth who these advisers are. 
Southwest Research Institute. 
Mr. J. J. Cronin, vice president, General Motors Corp., Detroit. 

Mr. Henry J. Schmitt. editor and publisher, Aberdeen, S. Dak. 

Dr. George D. Humphrey, president. University of Wyoming. 

Dr. Sheppard T. Powell. consulting engineer, Baltimore, Md., an 
outstanding water authority, the most outstanding water authority 
in the country. 

Dr. Lee A. DuBridge, president. California Institute 

Dr. Frederick L. Hovde, president, Purdue 

Dr. James R. Killian. dr., 
Technology. 

Dr. Robert G. Sproul, president, University of California. 

Dr. Killian and Dr, Sproul were unable to be present. 
only seven present, 

Senator Corpon. That is the only meeting you have had? 

Mr. Linewraver. Yes. sir. That was under the previous admin- 
istration. 

Secretary McKay has not had time to go into the program, but as 
he states in his letter to Senator Case that he is very much interested 
In it and particularly at this time in the matter of conservation of the 
limited water resources of the West and particularly through the de- 


of Technology. 
University. 
president, Massachusetts Institute of 


There were 


oottee 


aa a 


29 clei 


miners 
and in 
Sen: 
this m 
there 
that t 
might 
eratior 
ment « 
to hea 
that ti 
I want 
we mig 


Chai 


STATE 
DEP’ 
TOR 
BRA: 


Chai 
Mr. | 
Chai 
Mr. | 
Insuraz 
Chai 
approp. 
The ] 
$62,500 
Mr. |] 
Chair 
or do y« 
Mr. ] 
the $4,3 
the reco 
Chair 


(The 


BuREAU 


I, BA 


The ok 
against lo 
and (2) r 
their fam 
revised b 
people in 
to provid 
out of ev 


SECOND SUPPLEMENTAL APPROPRIATION BILL, 1953 135 


mineralization of the brackish water to increase irrigation, domestic 
$ and industrial water supplies. 

1 Senator Corpon. The Senator from Oregon is also interested in 
this matter and wants to pursue it carefully. In view of the fact that 
there is no actual deficiency, the House has in its bill $50,000, and 


that there has been but one meeting of the advisory group, this 
might be a matter that this committee could well leave for the censid- 
ration of the standing appropriations subcommittee for the Depart- 
y ment of the Interior when we can go into it thoroughly. I would like 
to hear from some of these gentlemen on the advisory committee at 
that time, particularly those that are learned in this particular field 
| [ want to see it go forward as rapidly as possible, but I think right now 
we might well make haste slowly. 
) Chairman Brinces. Any further questions? If not, we thank you. 


FEDERAL SECURITY AGENCY 
BurREAU OF OLp-AGE AND Survivors INSURANCE 


STATEMENTS OF OSCAR C. POGGE, DIRECTOR; ROBERT M. BALL, 
DEPUTY DIRECTOR; RICHARD E. BRANHAM, ASSISTANT DIREC- 
TOR; JACK S. FUTTERMAN, CHIEF, FISCAL MANAGEMENT 
BRANCH; AND ROY L. WYNKOOP, ADMINISTRATIVE OFFICER 


INCREASE REQUESTED 


Chairman Bripges. May I have your name, please? 

Mr. Poaer. Oscar C. Pogge. 

Chairman BrincGes. And your position? 

Mr. Poaer. Director of the Bureau of Old-Age and Survivors 
Insurance, 

Chairman BrinGes. You have requested of the Congress that your 
appropriation be increased from $60,500,000 to $64,860,000. 

The House granted you a $2 million increase, increasing the figure to 
$62,500,000. Correct? 

Mr. Poeer. That is correct, sir. 

Chairman Bripces. Now are you here to justify the House figure, 
or do you want to justify that and ask for a restoration? 

Mr. Poaer. I have here, sir, a prepared statement which justifies 
the $4,360,000, which was requested, and | would like to offer that for 
the record. 

Chairman BrinGes. It will be received. 

(The statement referred to follows: ) 


BureAvU or Oup-AGE AND Survivors INSURANCE, STATEMENT ON 1953 Suppie- 
MENTAL APPROPRIATION REQUEST 


I. BACKGROUND OF THE OLD-AGE AND SURVIVORS INSURANCE PROGRAM 


The old-age and survivors insurance program provides two kinds of protection 
against loss of income: (1) Survivors insurance for the families of workers who die, 
and (2) retirement insurance for workers who retire at or after age 65, and for 
their families. The statutory basis is title II] of the Social Seeurity Act of 1935, 
revised by major amendments in 1939, 1950, and 1952. Gainfully employed 
people in covered employment make tax contributions during their working years 
to provide insurance protection for themselves and their families. Nearly 8 
out of every 10 jobs in paid civilian employment are covered by this program 
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Four out of every five mothers and children in- the Nation can count on monthly 
survivors insurance if the family breadwinner dies. About 60 million persons 
were in jobs covered by the program during calendar vear 1952. Over 5 million 
persons are now reeciving monthly benefits. As of the first week in February, 
1.6 million survivors of deceased workers, and 3.6 million retired workers and 
dependents were on the beneficiary rolls. 

Payments to beneficiaries and administrative expenses of the program are 
paid from the Old-Age and Survivors Insurance Trust Fund. Into this fund 
are paid all of the contributions made by employees, employers, and the self- 
employed under the Federal old-age and survivors insurance program. Admin- 
istrative expenses are authorized for expenditure by Congress from the trust 
fund. Benefit payments are made directly from the trust fund under continuing 
authority. 

The Bureau’s basic function is to pay claims for benefits. This involves 
three elements: 

1. The maintenance of wage records.—Eligibility for, and the amount of, 
benefits are determined on the basis of the earnings record in covered employ- 
ment. The Bureau receives reports of employee earnings and self-employ- 
ment income through the Bureau of Internal Revenue, from which it main- 
tains a record of the complete covered earnings and/or self-employment 
income of each individual. 

2. The development of claims——Claims for benefits are received, investi- 
gated, adjudicated, reviewed, and certified to the Treasury Department for 
payment. 

3. The maintenance of rolls of beneficiaries —A current roll of beneficiaries, 
eligible to receive benefit payments is maintained and recertified monthly 
to the Treasury Department. 

These activities are performed by a nationwide organization. The administra- 
tive offices and accounting division are in Baltimore. Records of earnings of all 
individuals in jobs covered by old-age and survivors insurance are maintained 
in the Division of Accounting Operations. Operations in the field are handled 
by some 512 field offices, which are supervised by regional representatives located 
in the Federal Security Agency regional offices. The eligibility of potential 
claimants is determined by the field offices. Six area offices, located in principal 
cities, review field office determinations and certify to the Treasury Department 
the payments to be made. 


II. REASON FOR SUPPLEMENTAL APPROPRIATION REQUEST 


The requested $4,360,000 supplemental authorization arises from two sets of 
amendments to the old-age and survivors insurance program. The Social Security 
Act amendments of 1952, enacted after the passage of the regular 1953 appropria- 
tion, increase our requirements by $3,741,000. The Bureau will require $619,000 
to process claims workloads, under the 1950 amendments, substantially in excess 
of the amount originally estimated. 

The Bureau requested permission to operate on a deficiency basis until such 
time as the Congress could consider and pass upon the request for supplemental 
funds for 1953. The Bureau of the Budget, under authority of Public Law 759— 
8ist Congress, section 1211 (e) (1), apportioned the 1953 appropriation so that 
expenditures could be accelerated. In accordance with the statutory requirements 
the Director of the Bureau of the Budget notified the Congress on November 12 
that he had taken this action. 


Ill. SUMMARY JUSTIFICATION OF $4,360,000 SUPPLEMENTAL REQUEST 


Major impacts of the 1952 amendments on the work of the Bureau are as 
follows: 

1. Benefit amounts for the 4,600,000 beneficiaries on the rolls as of September 
1, 1952, were converted to the higher benefit amounts. This conversion was 
completed in time to reflect the higher benefit amounts on the September checks. 

2. An estimated additional 165,000 claims will be received as a result of (a) the 
increase in the work clause from $50 to $75 a month, (6) the higher benefit amounts 
payable formula, and (c) the providing of social-security credits for a temporary 
period for members of the Armed Forces. 

3. Asa result of the 165,000 claims which will be received from the 1952 amend- 
ments, there will be a net increase in the benefit rolls of 150,000 additional bene- 
ficiaries It will be necessary to service these additional beneficiaries. 
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1. Because of technical amendments designed to give more equitable treatment 
to beneficiaries, the Bureau must process 180,000 additional claims for recompu- 
tation of benefits. 

5. Another technical amendment will simplify the administration of the pro- 
gram by the elimination of 306,000 claims for recomputation of benefits due to 
ag wages, that is, the wages for the 6-month period immediately preceding the 
quarter of deach or retirement of the wage earner. ‘This technical amendment 
results in a net saving of $1,294,000, which has been offset against the increased 
costs stemming from the 1952 amendments. 

6. The Bureau will have to handle an estimated 200,000 inquiries f-om the 
publie relative to the disability-freeze provisions of the 1952 amendments. Be- 
cause of the nature of this amendment, these inquiries will be more difficult than 
the usual elaims inquiry handled by the Bureau. 

All of the measurable workloads described above are comparable with the 
workloads the Bureau was processing prior to the enactment of the 1952 amend- 
ments. The unit costs used in pricing out these workloads are less than the actual 
costs for doing this work in fiscal year 1952. 

Our experience indicates that the claims workloads this year, based on the 
program prior to the 1952 amendments, will exceed by 154,000 the workload 
estimate which can be financed by the appropriation. The Bureau is not request- 
ing funds for all of this estimated increase. All of this additional sum could not 
be utilized to train new personnel in time to handle the heavy workloads. Further, 
even if we could staff up sufficiently in 1953 to handle this added work in a normal 
fashion, it would be necessary to resort to a reduction-in-force in 1954. 

The Bureau, therefore, is requesting funds for only 35,000 of the estimated 
154,000 additional claims stemming from the 1950 amendments which it expects 
to receive this fiscal year. We are hopeful that we will be able to handle the 
remainder of the claims during 1953 by increases in productivity and through the 
adoption of temporary expedients. That part of the work which cannot be 
handled in 1953 will necessarily be carried over into 1954 as a backlog. The 
Bureau will attempt to liquidate such backlogs with the funds already requested 
for 1954. No additional funds are budgeted in 1954 for this eventuality. 

The volume of work which the Bureau must handle is not subject to control 
nor are the requirements of staff to process a given amount of work subject to 
such control except insofar as management is able to refine and improve methods, 
techniques, and procedures. The size of workloads are dictated by economic, 
social, and legislative factors. The size of staff required to handle such workloads 
are to a great extent determined by the mathematical relationships between the 
dimension of the workload and expected productivity per worker derived from 
accurate records reflecting experienced productivity. The workloads the Bureau 
receives must be processed on a reasonably current basis if the objectives of the 
program are to be met and if the work is to be processed economically, 

By February 12 the pending claims load had increased to 139,066, which was 
more than twice the normal pending load. Although the Bureau has recruited 
staff to a level of 800 employees over the average of that which can be financed 
by the regular 1953 appropriation and has used very large amounts of overtime, 
the number of pending claims remains high, indicating the magnitude of the job 
confronting the Bureau, 


IV. EFFECT OF HOUSE APPROPRIATION COMMITTEE CUT OF $2,360,000 


The Bureau learned on Tuesday of the recommendation of the Appropriations 
Committee of the House with respect to the request for $4,360,000 in supple- 
mental funds. The recommended reduction of the request to $2,000,000 coming 
late in the fiscal year after the Bureau had of necessity and under due authority 
already expended, approximately $500,000 to recalculate benefits to the new 
amounts, $1,000,000 in overtime plus the cost of salaries for 800 persons in excess 
of the number that could be financed by the regular 1953 appropriation necessi- 
tated immediate action to curtail expenditures on the part of the Bureau. This 
step was necessary despite the fact that the Bureau is at this moment under peak 
pressures to keep workloads from getting out of control. Accordingly, orders 
were issued to (1) stop all recruitment, (2) to cease replacing all losses of per- 
sonnel, and (3) to cancel all plans to work overtime. These measures are but 
only the first steps required if supplemental funds are held to the level of $2 
million. Drastic curtailments in planned expenditures for purposes other than 
personal services plus a reduction-in-force will be required even as the Bureau 
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faces the heaviest claims work load in its history and its highest total of pending 
claims. 

Operating with such a reduced staff it is estimated that by June 30 the pending 
claims would mount to a minimum 202,000, or three times the normal number of 
pending claims An abnormal backlog of 7,500,000 items in the processing of 
employee earnings items is expected to develop by June 30, 1953. Similar 
backlogs in many other areas will build up 

The elapsed processing time for claims was 27 days in June 1952. At present, 
even with substantial use of overtime, the processing time has increased to 
approximately 50 days. Elimination of overtime and curtailment of staff in 
the face of increasing loads would extend the processing time to a minimum of 
70 days by June 1953. 

The field offices of the Bureau are widely scattered and it is usually not feasible 
to shift personnel between offices. The vacancies occurring will therefore create 
an unbalanced staff in the field organization. Service area travel to towns 
which do not have field offices will be less frequent. The Bureau will have to 
reduce its planned expenditures for objects other than personal services to a level 
below the desirable minimum. Purchase of essential forms must be curtailed 
with the attendant risk of running out of forms. Reduced funds will not permit 
the publication of informational pamphlets. The net effect of these curtailments 
is that the Bureau’s operations will be disrupted to the point where service to 
the public will be materially affected, and increases in operating costs in future 
years will be inevitable. 

Senator Corpon. Where do you get $4,300,000, whatever that 
figure was? 

TOTAL REQUESTED 


Mr. Poaee. $4,360,000 was the total amount requested as a supple- 
mental amount to the 1953 appropriation. 

Senator Corpon. In the original rather than the House figure of 
$62 500,000? 

Mr. Poaceae. Yes, sir. 

Senator Corpon. Very well. 

Chairman BripGces. Go ahead. 

Mr. Poace. As the committee knows, this is the old-age and 
survivors insurance system, the contributory social-insurance system 
operated in entirety by the Federal Government, and is to be dis- 
tinguished from the public-assistance programs which are Federal- 
State programs where grants are made to States to pay certain 
categories of people who can demonstrate that they are in need. 
Those programs are administered by the States. 

All of the benefit payments under the old-age and survivors insur- 
ance system as well as the administrative expenses are paid from the 
old-age and survivors insurance trust fund rather than from general 
revenue. 

TWO PROGRAMS 


Old-age and survivors insurance is two programs: A retirement 
system for retired workers and their dependents, and a life-insurance 
system or survivors-insurance system for the dependents of workers 
who die. 

Our request for $4,360,000, the supplemental amount for the fiscal 
year 1953, is necessitated by legislation which was enacted after our 
regular appropriation for 1953 was transmitted to the Congress. 

E ighty-six percent of the amount requested stems from additional 
workloads that resulted from this 1952 legislation; 14 percent of the 
amount of the supplemental request stems from additional workloads 
flowing from the 1950 amendments where we had seriously under- 


Dati 





estima 
from t! 

Seng 
extra I 


Mr. 
about 
Sens 
Mr. 
people 
1952, : 
Sen: 
of clau 
Mr. 
supple 
to the 
ments 


Sen 
What 
passa¢ 

The 
existil 

Mr. 
the reé 
recelv 
figure 

Sen 

Mr. 
cover: 
Cong! 

sen 

Mr 
amen 
reque: 
regula 

The 
appro 
formit 

Sen 
tions 
will h 


(Tk 


The Pi 
SIR: 
made 
expens 
a nece 
As i 
apport 
ments 
1952. 


g 


sf 
if 


O 
n 
if 


= 


Vee. 


SECOND SUPPLEMENTAL APPROPRIATION BILL, 1953 139 


estimated the amount of work. Substantially all of the amount flows 
from the 1952 legislation. 
Senator Corpon. What was the 1950 amendment that needed the 
extra money? 
COVERAGE EXTENDED 


Mr. Poger. First, in 1950, the Congress extended the coverage to 
about 10,000,000 additional people. 

Senator Corpon. You operated under that in 1951 and 1952? 

Mr. Poaer. Yes, sir; but most of the claims for those newly covered 
people did not mature, they could not become eligible until July 1, 
1952, so the Joad fell in the fiscal year 1953. 

Senator Corpon. What was the percentage of increase in numbers 
of claimants as a result of the 1950 act? 

Mr. Poaesr. 14 percent of the total claims that we are basing this 
supplemental request on, roughly 14 percent of the workload, is due 
to the 1950 amendments and 86 percent is due to the 1952 amend- 
ments. 

INCREASE IN CLAIMANTS 


Senator Corpon. That is not my question. The question Is 
What was the percentage of increase in claimants resulting from the 
passage of the act? 

The percentage being a percentage of increase of the number 
existing before the passage of the act. 

Mr. Poaer. Yes, sir. This chart illustrates the increase in claims, 
the receipt of claims in the Bureau For the fiscal vear 1950 we 
received a total of 951,000 claims. In 1951 that almost doubled to a 
figure of 1,796,000 claims. 

Senator Corpon. Was that due to the 1950 act? 

Mr. Poaer. Yes. It resulted not only from the extension of 
coverage, but also to the liberalized eligiblity requirements which 
Congress enacted at the same time. 

Senator Corpon. 951,000 was for what year? 

Mr. Poaer. 1950. Immediately upon the enactment of the 1952 
amendments we saw there was going to be need for more funds and 
requested the Bureau of the Budget to authorize the spending of our 
regular 1953 appropriation at an accelerated rate. 

The Bureau of the Budget did authorize the spending of our regular 
appropriation at an accelerated rate, and so notified Congress in con- 
formity with the law. 

Senator Corpon. | am advised that the Committee on Appropria- 
tions has received this message from the Bureau of the Budget and I 
will have it inserted at this point in the hearings. 

(The letter referred to follows: ) 

EXECUTIVE OFFICE OF THE PRESIDENT 
BUREAU OF THE BUDGET, 
Washington 25, D. C., November 12. 19452 
The PRESIDENT OF THE SENATI 

Str: By letter of August 4, 1952, | informed vou that I had apportioned funds 
made available to the Federa) Security Agency under the limitation ‘“‘Salaries and 
expenses, Bureau of Old-Age and Survivors Insurance,’”’ on a basis which indicated 
a necessity for a deficiency or supplemental estimate 

As indicated in my prior letter and the statement which accompanied it, that 


apportionment was made because of an increased workload resulting from amend- 
ments to the Social Security Act contained in Public Law 590, approved July 18, 
1952 4 reexamination of the program indicates a necessity for a further revision 
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of the apportionment due to increases in workloads beyond those anticipated when 
these funds were originally apportioned in August. 

Consequently, I have made a further reapportionment which indicates a neces- 
sity for a supplemental or deficiency estimate in a larger amount than was contem- 
plated earlier. This action is based upon the authority cited in my previous 
letter, and is taken for the reasons stated therein. 

In addition to the increased workloads resulting from the amendments to the 
Social Security Act, the Federal Security Agency reports that the normal work- 
load of claims and payments under the Social Security Act, as it existed prior to 
the 1952 amendments, has also increased substantially. I have, therefore, fur- 
ther revised the apportionment of these funds on the basis of my determination, 
pursuant to paragraph | of subsection (e) of section 3679 of the Revised Statutes, 
as amended, that such action is required because of an emergency involving the 
immediate welfare of individuals, in a case where an appropriation has been 
made to permit payment of sums which are required to be paid to such individuals 
in specific amounts in accordance with formulas prescribed by law. 

The original and revised apportionments are as follows: 


} 
Original Revised 





ist quarter ‘ ‘ pik ccieen  oits z witeelee $15, 743,000 | $15, 743, 000 
2d quarter 2 3 aa 7 : 15, 855, 000 | 16, 355, 000 
3d quarter caine =< d i 15, 857, 000 | 16, 346, 000 
4th quarter___- : oe ae % ..| 13,360,000 12, 371, 000 


| 


Webauaeneniah abcceingre pulse aee te 60, 815, 000 | 60, 815, 000 
| 


Total 


Respectfully yours, 
F. J. Lawton, Director. 


EXECUTIVE OFFICE OF THE PRESIDENT, 
BUREAU OF THE BuDGET, 
Washington 25, D. C., August 4, 1952. 
The PRESIDENT OF THE SENATE, 

Sir: In accordance with the provisions of paragraph 2 of subsection (3) of 
section 3679 of the Revised Statutes, as amended, I am reporting that funds made 
available to the Federal Security Agency under the limitation “Salaries and 
expenses, Bureau of Old-Age and Survivors Insurance,” for the fiscal year 1953, 
has been apportioned on a basis which indicates a necessity for a supplemental 
estimate of appropriation. 

This apportionment has been made on the basis of my determination, pursuant 
to paragraph 1 of subsection (e) of section 3679 of the Revised Statutes, as 
amended, that such action is required because of an emergency involving the 
immediate welfare of individuals, in a case where an appropriation has been made 
to permit payment of sums which are required to be paid to such individuals in 
specific amounts in accordance with formulas prescribed by law. 

A statement showing the basis for this determination is attached. 

The apportionment of the appropriation on this basis does not imply any 
assurance as to the amount of any supplemental estimate which may subsequently 
be submitted to the President or transmitted to the Congress, and the agency has 
been so advised. A thorough examination will be given the estimates; when 
they are submitted to the Bureau, and a determination will be made on the basis 
of the situation then prevailing. 

Respectfully yours, 
F. J. Lawton, Director. 


STATEMENT REGARDING APPORTIONMENT OF THE LIMITATION ‘“‘SALARIES AND 
EXPENSES, BurEAU or OLp-AGE AND Survivors INsurRANCE (Trust Funp), 
1953”’ 


The Social Security Act, title II, as amended, was further amended by Public 
Law 590, approved July 18, 1952. This law provided increases, payable currently 
in benefits to practically all individuals on the rolls on September 1, 1952, involving 
the recomputation or recalculation of all existing benefits. In addition, it increases 
the amount of earnings of a beneficiary permitted without deductions from $50 to 
$75 per month. This necessitates a review of all beneficiary cases in suspense 
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because of earnings in excess of the previous limitation. The act grants wage 
redits for certain military or naval service after July 25, 1947, and prior to 
January 1, 1954, which will result in the reopening of many cases in which military 
service is involved and the inclusion of such service in many future cases. 

Material workload increases in the reexamination of previous awards and in 

e processing of new or recomputed claims will result from these amendments 
vhich are effective with the month of September 1952. 

The increased benefits provided by Public Law 590 and the raising of the amount 
of earnings permitted without deductions are intended to relieve hardship and 

iffering being experienced by beneficiaries under the previous rates which were 
nsufficient to provide for their needs in the face of rising costs of living. It is 
apparent, therefore, that failure to pay the increased benefits for existing bene- 
ficiaries, or to provide the relief afforded by the increased workload limitation, 
would result in further hardship and suffering for workers covered under the 
program or their spouses or survivors. 

Accordingly, I have determined that there exists an emergency involving the 
immediate welfare of individuals in a case where an appropriation has been made 
to permit payment of sums required to be paid to such individuals in accordance 
with formulas prescribed by law. In order to provide for this emergency, the 
existing appropriation has been apportioned on a basis which indicates a necessity 
for a deficiency or a supplemental estimate, as follows: 


Ist quarter ‘ . Sl 
2d quarter oe s 
3d quarter ‘ ‘ Miah. ae 
ith quarter ; wa ‘“ ye 


, 743, 000 
855, 000 
857, 000 
360, 000 


Total _ . piss tgeaecaln alta 60, 815, 000 


woo or 


TOTAL INDIVIDUALS DRAWING BENEFITS 


Mr. Pogge. The first big job, of course, that hit us upon passage 
of the 1952 amendments was the necessity to recompute the benefits 
of the 4,600,000 men, women, and children who were then drawing 
monthly benefits. 

Senator Corpon. You have done that, have you not? 

Mr. Poger. Yes, sir. 

Senator Corpon. That is water over the dam, so you do not need 
extra help to do it again. 

Mr. Poaer. Not to do it again, but we did have to utilize our 
personnel for that and pull them off of other work, so as a result other 
work was left undone. 

Senator Tuyr. What would be the nature of the other work that 
could be delayed and worked on later? 

Mr. Poaesr. This conversion job, this recomputation job was 
performed in our six payment centers, and we utilized every possible 
person who could bring his help to bear on this job. 

Those people are engaged in the review of the claims, in the adjust- 
ment of the beneficiary rolls and in the general maintenance of the 
beneficiary rolls, 5 million people, making necessary changes of ad- 
dress, re instateme nts, terminations. 

That meant there was some bac ‘king up of that workload. Then we 
utilized very heavily overtime in the doing of this job. Those people 
worked—— 

Senator Corpon. You mean you exceeded the allocation for ad- 
ministration expenses? 

Mr. Poaceae. No, sir, we did not as approved by the Bureau of the 
Budget. 

We got there their authorization to expend the appropriation at an 
accelerated rate and kept within the amount authorized by the Bureau 
of the Budget. 
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Senator Corpon. You mean the Bureau of the Budget modified its 
allocation upward? 
Mr. Poaceae. Yes. 


AMOUNT EXPENDED 


Senator Corpon. As a result, how much did you spend above the 
allocation based upon the appropriation that was then current? 

In other words, how much in dollars have you paid out as of now 
on account of this extra workload? 

Mr. Pocer. The job of recomputing the benefits cost us about a 
half-million dollars which is slightly over 10 cents for each individual 
benefit recomputation. 

Senator Corpon. What I want to know is how much money did 
you spend over and above the amount that was allocated to you for 
expenses? 

Five bundred thousand dollars might well have come within that 
allocation. I want to know how much you spent above the allocation 
on a modified allocation. 

Mr. Poagee. I think I am arriving at that 

Senator Corpon. When you have the appropriation, does it not 
follow—doesn’t the Bureau of the Budget allocate it to you in quarters? 

Mr. Poaar. Yes, sir 

Senator Corpon. When you get that allocation, it is up to you to 
live within it, or show why you can’t? 

Mr. Pogeer. Yes, sir. 

Senator Corpon. You had some extra work saddled on you and 
you made a representation that vou could not live within it? 

Mr. Poaer. Yes, sir 

Senator Corpon. Probably in the second quarter, I would guess, 
of the fiscal year, but whenever it was, you made your showing to 
the Bureau of the Budget and you were authorized to increase that 
quarterly allocation by so much money? 

Mr. Poaee. Yes 

Senator Corpon. I want to know what was the amount of the 
increase and how much of that did you spend? 

Mr. Furrerman. We will be glad to furnish that for the record. 
| can give you an approximate figure. 

Senator Corpon. Supply the figure. 

Mr. Furrerman. The original appointment by the Bureau of the 
Budget was based on the appropriation of $60.5 million. The reap- 
portionment was based on $64 million plus and was slightly more 
than $32 million for the first half year. We spent within a few hundred 
thousand dollars of that amount in the first half year. 

Senator Corpon. Let us have the exact figure, please. 

Senator Cuavez. The original allocation and the extra amount of 
money allowed by the Budget Bureau. 

(The information requested follows:) 

During the quarter ending September 1952, the Bureau obligated $357,965 in 
excess of its original appropriation level, $959,463 during the quarter ending 
December 1952, and $585,016 for the month of January 1953. The January rate 
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f overobligation of $585,016 has been approximated for a large part of February, 
ind if projected for the remainder of the fiscal year would require a supplemental 
ippropriation of $4,900,000 or $540,000 in excess of our supplemental request 
{ reduction from the level of overtime performed in January would be necessary 

) stay within the full amount of our request. 

Mr. Poceer. These workloads that flowed from this administration 
ire beyond our administrative control, determined by economic and 
social factors, the legislation itself, the rate of retirement, the mortality 
rates, and other factors beyond our control. 

Our supplemental request 

Senator Corpon. You do not make any claim here that it cost you 
any more administratively to pay on one rate than another if you pay 
the same individuals, do you? 

Mr. Poaer. No, sir. I was only making the point that in the new 
workload the additional other work that comes to us as a result of the 
legislative action, our work generally is beyond our control. 

Senator Tuyr. Naturally when Congress broadens the base o 
who is eligible, vou have to adjudicate it. 

Mr. Poaer. Yes, and it is not only legislation that is beyond our 
control, but other factors, even in a stable program with no legisla- 
tive programs, which are the result of economic and social factors, 
are beyond our control 

The work comes to us and we have no control over it. 

Senator Corpon. There is no question about that, but you are 
resting your case upon the increase resulting from the 1950 act as you 
have now discovered it and upon the 1952 act which you say brought 
in 165,000 additional claims. 

Mr. Poacr. That is correct. 

Senator Corpon. Is that 165,000—does that bear a percentage 
relationship to the $4,600,000? That is, so we may be able to get a 
yardstick. 

' Mr. Poaer. Our computed amount, $4,360,000, was based on unit 
prices. These costs were measurable, your workloads computed 
against unit prices growing out of our experience 


UNIT PRICES 


Senator Corpvon. When you speak of unit prices, you mterest me 
Do you have a schedule of unit prices for the work that you do? 

Mr. Poaar. We have a schedule of unit prices and production 
standards and the quality standards for practically all our operatons 
| have a few here that I would be happy to give you 

Senator Corpon. Where do you have the rest of them? Are they 
compiled in a pamphlet? 

Mr. Poaer. They are not in a pamphlet. We have them in tabu- 
lar form. 

Mr. Furrerman. They are used in internal budgeting of our 
operations. 

Senator Corpon. If they are in such shape that you could make 
a copy of them available to the committee, I should appreciate it 

Now go ahead. 

(The information requested follows:) 


29998—53—-—_10 
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Examples of production standards in the 3 operating divisions of the Bureau of 
Old-Age and Survivors Insurance! 


DIVISION OF ACCOUNTING OPERATIONS 


Average 
items per 
Description of operation: day 

Earnings cards manually punched from tax reports_.._.__________- 2, 980 
Earnings cards mechanically balanced with total employees and 

earnings reported on employer tax reports.______....________._. 52, 069 

Earnings cards mechanically sorted in area sequence_____-__- ...-. 60, 393 

Earnings cards mechanically collated with employee summary cards. 15, 334 

Earnings cards mechanically posted to employee wage record _-____ 24, 739 
Earnings card money amounts balanced to ledger section control 

totes... .. ; $0 edi ed odt cyanide ees eel ud) 49, 541 

Wage records certified for claims purposes_......_.....__________ 55 
Rejected earnings cards checked to numerical register for reinstate- 

ment__. cafe eee pa Rota dn cect ek eth ele bene a nbn tcc 3, 477 

Letters dictated and forms assigned for general correspondence- - --_- 97 

REGIONAL AND FIELD OFFICES 

Original and duplicate account numbers issued eine anh ea ewes 58. 6 

Recomputation applications_.............__- [ie onde ada aalilt aad 9. 6 

Inquiries - aie r igi ak ei dnnielis. did 56. 5 

Adjustment actions (includes interviews) - - - - - -- seen atipdiad ae 06: o> niga biamareiat 29. 1 

AREA OFFICES 
Claims folders reviewed prior to certification for payment______._______ 29 


Benefit summaries of first payments due, prepared__ ke aan aes oe 384 
Name, address, benefit amount, and month payment due typed on sched- 
ules of payment to Treasury iitak e ahat hades ss teeta Se tn oh Diente atin inthe Ei 576 
Award certificates to beneficiaries types - - - Gales aladbied eiaitenos i np tated 180 
Individual benefit items on transcripts of monthly benefit payments 
balanced prior to recertification for payment -. 16, 440 
Claims folders filed Jed : 1, 540 


Notices of change in name of payee or address typed____......___-_--.- 218 


1 There are well over 1,000 measurable operations in the Bureau of Old-Age and Survivors Insurance fot 
which production standards are established. Additional data on this subject available in Bureau. 


Mr. Poaer. Well, I would like to give you an example of a couple. 
We are fortunate in the respect that in some of our work it is com- 
parable to what is performed by other Government agencies, by life- 
insurance companies, by industry and commerce generally. 

or example, one of our key jobs is that of a card-punch operator, 
who is required to punch a tabulating card from the reports that the 
employers send in quarterly, punching the Social Security account 
number, the names, and the earnings of the employees. 


DAILY PRODUCTION 


Over the course of a year we will receive the reports covering some 
60,000,000 workers in covered employment. Card-punch operators 
in our organization, after 6 weeks’ experience, are expected to turn out 
2,980 cards per day. We have been told by industrial firms and by the 
International Business Machines people, whose machines we use, that 
our records compare favorably with industry and commerce and other 
organizations in the Government. 

Senator Corpon. | congratulate you. 

Mr. Poacer. Thank you. Our people who review the claims in 
our payment centers are expected to turn out 29 cases a day. 
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Our correspondence clerks who answer inquiries, either by way of 
dictated letters or the use of form letters, are expected to turn out 
97 cases per day. 

Our wage-records certifiers—they are people who make an abstract 
of the lifetime wage record needed to establish eligibility—are expected 
to turn out 55 casesa day. It gives some stability to your computa- 
tion of the amount requested as a supplemental to our budget for 
1953. 

Senator Corpon. As far as this member of the committee is con- 
cerned, that gives some stability to what you have to say about it. 

Mr. Poaer. With those production standards used, and our religious 
adherence to them and our checking on them, this isn’t a case where 
there is very much room for absorption of additional workload factors 
without making allowance for it. 

The only improvement we can make there is by the less spectacular 
factor in terms of management improvement, in techniques and pro- 
cedures, which we think we have been applying from year to year. 

As a matter of fact, the request you have before you—our 1953 
budget, if we were to come anywhere near doing the job that will be 
before us in 1953, has an absorption factor in it which we do not know 
whether we can meet. 

It would require a 12-percent increase in our productivity as against 
1952, and we think we were doing a good job in 1952. 

Now immediately upon receipt of notice of the action of the House 
with respect to this request for supplemental funds, we gave orders 
immediately to cease all recruitment. We gave orders to cease the 
filling of any vacancies, and we gave orders to cease all overtime work. 


BUDGET ORDER ON VACANCIES 


Senator Corpon. You had that order to cease filling vacancies from 
the Bureau of the Budget, did you not? 

Mr. Poaer. No, sir. The order from the Bureau of the Budget was 
not quite as rigid as that. 

Senator Corpon. I understand it was not. It was an order to show 
cause. 

Mr. Poaer. Yes, but in our instance, the Federal Security Adminis- 
trator gave the Bureau of Old-Age and Survivors Insurance permission 
to recruit at grades 1, 2, and 3—the lower grades where we have a high 
turnover—because we need those people to keep the wheels going. 

In addition to ceasing recruitment, not filling vacancies, and ceasing 
all overtime, we will undoubtedly have to resort to some terminations 
of people above that. As a result of that— 

Senator Corpon. Just a moment. There should not be any reason 
for your resorting to any terminations because you have an increased 
workload. ‘That would have to come from your having had an inade- 
quate sum of money in the first instance, or from employing too many 
people. 

Mr. Poaas. It is the result, sir, of allowing in our plans for expendi- 
tures for the balance of the year only the $ $2 million that the House 
committee granted instead of the $4,360,000 or something larger. 

Senator Corpon. A future termination based on increase in person- 
nel as far as you could make it, that was justified before the Bureau of 
the Budget, and for which you had a higher allocation. 
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Mr. Poaar. Yes, sir. 
Senator Corpon. Go ahead. 


PENDING WORKLOAD 


Mr. Pocer. If we have to operate with only $2 million additional 
allowance for the balance of this year, we will have to anticipate a 
substantial increase in our pending load of claims. 

Now normally we carry a pending load of about 50,000 to 60,000 in 
our 512 field offices. With that kind of load, which is ample to keep 
us all busy, our elapsed time for the payment of claims from the time 
the person enters the field office and files his claim to the time that the 
check is written was about 27 days, last year—last June—before this 
heavy workload hit us. 

That pending load has now grown to 139,000, and if we are forced 
to operate with only $2 million over the amount already appropriated 
for 1953, we fear that the pending load will increase to in the neighbor- 
hood of 200,000 claims. 

Senator Cuavez. How long does it take now? 

Mr. Poaer. Forty-eight days elapsed time now against 27 days 
last June. We are fearful it may go up as high as 70 days. 

I have a chart here, sir, which illustrates a rather normal pending 
load up to the time the 1952 amendments hit us. 

Senator Cuavez. That lower line is 1950? 

Mr. Poaer. Yes, this is 1950. Then it shot up here to almost 
150,000. 

Senator Cuavez. What period of time is that? 

Mr. Poaer. That was at the end of July 1952, we had an avalanche 
of claims filed during those early months. That was at a point when 
many of the people under the 1950 amendment first became eligible 
for benefits. It receded some but never got back to normal. 

Senator THyr. When do you expect it to get back near the lne 
prior to the 1950 act? 

Mir. Poaer. Sir, we were hoping that with the allowance of 
$4,360,000, by the end of June of this current year, we could get that 
down to somewhere in the neighborhood between 70,000 and 80,000. 

Senator Ture. Recently it has gone up sharply? 

Mr. Poaer. Yes, because we had increased claims business in 
January. January is a heavy work period for us, that quarter. 

Senator Toye. Why? 

RETIREMENTS 


Mr. Poaar. It is affected to no small extent by the fact that it is at 
the end of the year that commercial and industrial employers often- 
times retire thei workers, at the end of the calendar year. 

Senator Tyr. They become eligible for retirement and so they 
choose to take it as at the first of a calendar year? 

Mr. Pocer. Irrespective of their eligibility, they may have been 
eligible 6 months before that under old-age and survivors insurance, 
but were still working and could not get payments. 

But ordinarily, it is the practice to retire people at the end of the 
calendar year. 


win al: lie 


at RA ie A I ae ee 


wees K i. 


sass. 


earns 





Sena 
Mr. I 
load wil 
Senat 
where W 
Mr. I 
Senat 
sharply 
waiting 
Mr. |] 
Senat 
on a sh 
end, eli 
Mr. |] 
Senat 
than ye 
Mr. 
We did 


Sena 
have mn 
Mr. 
but not 

Sena 
165,006 
Mr. 
period, 
taking 
Sena 
with tl 
Mr. 
Seng 
Mr. 
Sens 
Mr. 
Sens 
becaus 
You 
of the 
Mr. 
act. 
of the 
emplo 
less m 
have | 
force § 
by ow 
than t 
of sur 


SECOND SUPPLEMENTAL APPROPRIATION BILL, 1953 147 


Senator THyr. What is the dotted line? 

Mr. Poeer. That is the projection where we are afraid this pending 
load will go to if we have only the $2 million. 

Senator Tuyr. If you are granted the money you are requesting, 
vhere will that line go in the next 6 months? 

Mr. Poacer. We hope between 70,000 and 80,000. 

Senator THyr. You mean you are going to be able to go down 
sharply? In other words, as long as that load is pending, folks are 
waiting for adjudication and waiting for their checks? 

Mr. Poaer. That is right. 

Senator Tuy. In other words, just as long as we make you operate 
on a short or curtailed budget, we are making folks sit on the other 
end, eligible for retirement checks, and not getting the checks? 

Mr. Poeer. That is correct, sir. 

Senator Corpon. Where would the line go if you got nothing more 
than you have? 

Mr. Poaer. | am afraid this upward trend would be exaggerated 
We did make a substantial increase from that peak. 


UNCOMPLETED CLAIMS 


Senator Smirx. Do you mean to say you have 165,000 claims that 
have not been touched? 

Mr. Poaer. They are in process of development and adjudication 
but not dena ted. 

Senator Smitu. How long a time would it take to complete that 
165,000? 

Mr. Poger. Our normal processing time when we are in a normal 
period, we were doing the complete job in 27 days. Right now it is 
taking about 50 days because of the backlog. 

Senator Smirx. Could you take care of those in another 50 days 
with the money that you have? 

Mr. Poger. But there is new work coming in. 

Senator Smirn. The ones you have on hand. 

Mr. Poaer. Yes; but there is a constant influx of new business. 

Senator Smiru. I wonder what happens to the 165,000. 

Mr. Poaer. We handle them in the order of receipt. 

Senator Tuyen. But there will always be a greater expense involved 
because of the broadening of the coverage? 

You will never shrink back to what you were prior to the enactment 
of the Act. 

Mr. Pocer. Not prior to the enactment of the amendments to the 
act. However, 1953 was an abnormal year. As a matter of fact, one 
of the reasons we resorted to overtime during 1953 rather than higher 
employment, or hiring more people—was that our 1954 request is for 
less money than 1953, assuming we get the $4,360,000. We would 
have had to hire people to do the job ‘only to resort to a reduction in 
force after the Ist of July because we would not be able to justify them 
by our 1954 budget. As a matter of fact, our 1954 request is for less 
than the 1953 regular appropriation plus the amount requested by way 
of supplemental. 
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Senator Smirx. Will you cles an up these claims by overtime or new 
personnel if you have the money? 

Mr. Poaar. If we had the money, we would do it by retention of 
personnel, prese nt staff, refilling vac fancies, not adding a substantia] 
number of new employees, but filling vacancies and resorting to over- 
time. 

We do have some concern as to how far you can carry overtime loads. 
Our people are working under pressure, and there comes a point of 
diminishing returns, but we had planned to get the major portion of 
this workload down by the substantial use of overtime. 

As a matter of fact, there is a common misunderstanding as to the 
cost of overtime. We think it is economical to do it that way. While 
there is a common misconception that overtime costs you time and a 
half, as a matter of fact, that applies only to the very lowest grades. 
As you go up in grade levels, actually overtime is compensated for at a 
lower rate than regular time. 

Putting it another w ay, our overtime cost for the first 6 months of 
1953 amounted to only 110 percent of regular time and if you made an 
allowance for the fact that there is no annual leave granted on over- 
time, our overtime pay cost only 95 percent as much as regular time. 

I say, however, we do have some concern as to how far you can ask 
people to work overtime—this is all done on a voluntary basis. But 
our people are filled with the spirit of wanting to get these claims out, 
we have had no trouble getting volunteers. 

Senator Cuavez. Could it be because you are away from Wash- 
ington? 

Mr. Poaes. I would hesitate to say that, sir. I think, of course, 
as you know, our central office is in Baltimore and we have 512 field 
offices throughout the country and these 6 payment centers. 

There has been some overtime work in Baltimore as well as in the 
field offices and the 6 major centers, the 6 payment centers 

We think, sir, that our record for efficiency and ec onomy has been 
pretty good. As I indicated, the 1953 request in itself shows a neces- 
sity for increasing our productivity 12 percent over what we experi- 
enced in 1952. In accordance with the Bureau of the Budget approv- 
al, we have been spending at an accelerated rate in excess of our 
1953 appropriation. 

Senator Cuavez. What other part of the agencies had to suffer on 
account of your workload, your working on this work under the 
Budget Bureau’s order? 

Did you not have to take some personnel from some particular 
work in order to do this? 

Mr. Poeer. Not within the Bureau. They accelerated the rate of 
expenditure gene rally for the Bureau. 

Our request for this supplemental amount does not represent money 
for a job of work yet to be done. It is partly that, but rather relates 
to money for work we initiated at the start of the year and which, in 
the main, we will be continuing to do throughout the balance of the 
fiscal year. 

It is not related solely to one period. 

The point I am making is that some of the money here has been 
spent and is obligated. 
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The request represents really our best judgment as to what we 
need to carry out this program but in closing I should like to say that 
whatever amount the Congress authorizes us to expend from the trust 
fund we will do our very utmost to utilize it to the best possible ad- 
vantage to the end of accomplishing the program objective with 
efficiency and economy. 

Senator Torx. You state trust fund. 

Mr. Poacer. Yes, sir. 

Senator Tuygz. In other words, it is simply drawing from an accumu- 
lated fund for this particular group and if, in the event you are not 
allowed to draw in the amount of the $4,360,000, unless you are per- 
mitted to increase that, you are just going to delay the time when the 
person will receive the check to which he is rightfully entitled because 
it is his part of the trust fund? 

Mr. Poaer. Yes, that will be the end of that. That is the impact. 


COMPLAINTS 


Senator CuHavnez. Have you had any complaints on account of the 
delays in sending the checks back? 

Mr. Poaer. They are beginning to come in. This is all accelerating 
pretty fast. It was not so many months ago when we were reasonably 
current. We got current in June and then the heavy backlog built up. 

I might say, sir, we have found from our experience it is much more 
costly to operate with that kind of a backlog. 

Senator Turn. A delay in payment would increase the cost per 
individual case because of filing and handling? 

Mr. Poaer. You get more handling, more inquiries both oral and 
written, and you have to take time out to answer them. 

Senator CuHavez. Isn’t it so, too, that the $2 million that you are 
trying to have placed back in the bill is an infinitesimal part of the 
total trust fund? 

AMOUNT IN TRUST FUND 


Mr. Poaer. Yes, it is an infinitesimal part. There is in the trust 
fund now approximately $18,000,000,000. I might say in terms of 
the relationship of our administrative expenses for running this pro- 
gram to the tax dollar, which seems to me is some measure of our 
efficiency, our total expenditures for 1953, including not only the 
expenditures of the Bureau of Old Age and Survivors Insurance but 
the Bureau of Internal Revenue for collecting the taxes and also for 
the cost of disbursing, these expenses will amount to only about 2% 
cents out of each tax dollar collected, and that has been going down. 

Senator Turn. Thank you, sir. 

The committee will stand in recess until 10 o’clock tomorrow 
morning. 

(Thereupon, at 5:30 p. m., Monday, February 23, 1953, the com- 
mittee recessed until 10 a. m. Tuesday, February 24, 1953.) 
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TUESDAY, FEBRUARY 24, 1953 


Unirep States SENATE, 
COMMITTEE ON APPROPRIATIONS, 
Washington, ' fe 

The committee met at 10 a. m., pursuant to recess, in room F-39, 
he Capitol, Hon. Styles Bridges (chairman of the committee) pre- 
siding. 

Present: Senators Bridges, Ferguson, Young, McCarthy, Mundt, 
Smith, Dworshak, Dirksen, Hayden, Chavez, Maybank, Ellende: 
\ieClellan, Robertson, and Magnuson. 


FEDERAL SECURITY AGENCY 
SocrAL Security ADMINISTRATION 


STATEMENTS OF MISS JANE M. HOEY, DIRECTOR; MISS KATHRYN 
D. GOODWIN, ASSOCIATE DIRECTOR; MRS. DOROTHY B. WEST, 
CHIEF, OPERATING STATISTICS BRANCH; ROY L. WYNKOOP, 
ADMINISTRATIVE OFFICER; AND EDWARD G. MANNING, 
BUDGET EXAMINER, FSA 


BUREAU OF PUBLIC ASSISTANCE 


Chairman Bripces. The committee will come to order. 

We will hear first from Miss Jane M. Hoey, Director of the Bureau 
of Public Assistance. 

Miss Hory. Senator, I have filed a brief statement, and I can either 
read it or brief it. 

Chairman Bripages. I wish you would brief it. We will put the 
full five pages of your statement in the record. 

(The information referred to follows: ) 


GRANTS TO STATES FOR Pusiic ASSISTANCE, SocriAL SEcuriry ADMINISTRATION 
(Supplemental appropriation request for fiscal vear 1953 


Statement of Miss Jane M. Hoey, Director, Bureau of Publie Assistance 
Under titles I, IV, X, and XIV of the Social Securitv Act the Federal Govern- 
ment makes grants to the States for assistance and administration of four pro- 
rams of public assistance to needy people—old-age assistance, aid to dependent 
children, aid to the blind, and aid to the permanently and totally disabled 


Grants to States under all four public-assistance programs are made on the basis 
of plans submitted by the States which have been approved as meeting specific 
requirements of the Social Security Act Approval of a State plan commits the 


Federal Government to make grants-in-aid to the State in accordance with the 
grant procedures and financial provisions specified in the act 
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The need for funds in addition to the 1953 regular appropriation of $1,000,000,000 
is due in part to the 1952 amendments to these titles contained in Public Law 590, 
82d Congress and in part to the fact that the number of recipients of assistance 
has declined less rapidly than was anticipated by the Congress at the time the 
regular appropriation was approved. The 1952 amendments were enacted after 
the regular appropriation was passed and became effective on October 1, 1952. 
These amendments increased the rate of Federal participation in assistance pay- 
ments in all programs and jurisdictions, except Puerto Rico and the Virgin 
Islands, by raising the maximums on the amount of the payment in which the 
Federal Government shares and by changing the formula for computing the 
Federal share. A description of the specific changes appears on pages 6 and 7 of 
the justification statement submitted in support of this request. Approximately 
$144,000,000 of the supplemental request of $340,000,000 is due to the 1952 
amendments; and $196,000,000 represents the additional funds that would have 
been required even if there had been no amendments to the public-assistance 
titles of the Social Security Act. 

I should like to discuss briefly the estimates of recipients and average payments 
on which the estimate of Federal fund requirements for the fiscal year 1953 is 
based. 

For all programs, data for the first quarter of the fiscal year were taken from 
reports of actual expenditures submitted by State agencies. Data for subsequent 
quarters are based on October 1952 data submitted by State agencies from which 
estimates for the remainder of the second quarter and for the third and fourth 
quarters were projected. 

It is estimated that after October 1952 the number of recipients of old-age 
assistance will decline at an average monthly rate of 10,000; and that in aid to 
dependent children, the average monthly rate of decline will be 18,300 persons. 
Both rates of decline are considerably higher than those that prevailed in the 
preceding 12 months. In old-age assistance, the average number of recipients 
for the year is estimated at 2,629,600 and in aid to dependent children at 1,948,300 
persons—children and adults. In aid to the blind the average number of recipi- 
ents for the vear is estimated at 98,000. After October 1952 an average monthly 
increase of 56 recipients is estimated because a new amendment, effective July 1, 
1952, will make a somewhat larger group eligible. This amendment exempted 
$50 of income earned by recipients from consideration in determining eligibility 
and the amount of the assistance payment. In the program of aid to the per- 
manently and totally disabled, the average number of recipients for the year is 
estimated at 160,800, with a monthly rate of increase after October 1952 of about 
1,500; this is a considerably lower rate of growth for this new program than 
obtained in the preceding vear. 

For all programs, it is estimated that the average monthly payment per recipient 
and the Federal share thereof will continue to increase gradually throughout the 
remainder of the fiscal year as a result of the continuing effect of the 1952 amend- 
ments. Though most of the States indicated that the full effect of the amendments 
was reflected in the October payments, some States reported that the full effect 
would not be reflected until later months. In addition, some States that made 
no upward change in payments in relation to the amendments are expected in 
the course of the year to follow their established practice of increasing payments 
to give effect to changes in living costs. It should be pointed out that under the 
1952 amendments, even if no increase in the total average payment occurred the 
Federal share in all but 1 or 2 States went up automatically at least $2.50 per 
recipient per month in the adult categories and $1.50 per recipient per month in 
aid to dependent children. In old-age assistance and aid to dependent children, 
the estimated average payments also take account of the reduction that is due to 
the larger benefits payable under the old-age and survivors insurance program, 
also effective with the month of October 1952. 

I should like to mention some of the developments in the public assistance 
programs in Puerto Rico and the Virgin Islands. The 1950 amendments to the 
act extended the four categories of assistance to Puerto Rico and the Virgin 
Islands but specified a lower rate of Federal participation and placed annual 
maximums on the Federal grants amounting to $4,250,000 for Puerto Rico, and 
$160,000 for the Virgin Islands. It is important to note that the Federal grants 
to Puerto Rico for the first three quarters of 1953 approximate $3,600,000. Thus, 
there remains of the $4,250,000 legislative limitation only $650,000 for the fourth 
quarter, which is only about one-half of estimated requirements for that quarter. 
This indicates that Puerto Rico has taken full advantage of the matching provi- 
sions under the current limitation. Even so, the average monthly payments 
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very low, $7.52 for old-age assistance, and $3.02 per recipient in aid to de- 
ndent children and the payments may be much lower in the last quarter of this 
fiscal year. 

In our justification statement in support of the supplemental request, we state 
that the estimate of $340,000,000 is based on the assumption that there will be 

carry-over of Federal balances in the States at the end of this fiscal year. This 

parture from the usua: grant process will require a considerable adjustment 

1 the States’ fiscal procedures. In addition it will mean that the States will 
have to supply additional information as to any balances they can anticipate 
for the third quarter so that grants for the fourth quarter can give effect to such 
anticipated balances. Furthermore, estimates submitted by the States of their 
‘equirements from Federal funds for the fourth quarter must in fact be identical 
vith or less than their actual expenditures. Such precise estimates are extremely 
lifficult to achieve in view of the fact that all applicants who are found eligible 

ust be granted assistance and the exact effect of upward adjustments in assist- 
ance payments to reflect changes in living costs cannot be predicted. If our 
efforts to eliminate ail balances of Federal funds in the States at the end of the 
fiscal year are not successful, it will be necessary either to submit a second supple- 
mental request or to draw on the appropriation for 1954 for any additional 
amount that may be needed for grants for 1953. 

The system of grants established under the public-assistance titles of the 
Social Security Act requires the Federal Government to advance grants to the 
States. Approximately $18,000,000 of the supplemental request is needed to 
complete March payments, which should be made between February 10 and 
February 20 in orde r that States may make their payments to recipients early 
in March. The $322,000,000 needed for the fourth quarter should be encumbered 
for the entire quarter and April payments made to the States between March 10 
and March 20. I, therefore, urge early consideration of this supplemental 
request. 

In order to provide committee members with Federal grant data regarding the 
need for a supplemental appropriation of $340,000,000 I have a table you may 
want to include in the record. This table prepared on February 17 provides 
more recent information on Federal expenditures than that shown as of December 
31, 1952, in the justification statement submitted earlier to the committee. 

The following table provides information on Federal payments made to States 
as of February 17, 1953, and the estimated payments to be made for the balance 
of the fiscal year: 


tegular appropriation for 1953_.___.-..------- ...-- $1, 000, 000, 000 
Less amount used from 1953 appropriation to complete pay- 
Wiehe Git: BOG k nis Ha hb hE Rew esis 22, 405, 162 
Balance available for 1953 payments-_- tetas 977, 594, , 838 
Less payments made to States as of Feb. 17, 1953: 
-ayments for first quarter__........----- $307, 553, 970 
Payments for second quarter-_-_-_.------- . 352, 423, 084 
Payments for part of third quarter____---- 297, 024, 085 
Gs ee ae cand oes eames oh dein ieee 957, 001, 139 
Balance available for making payments after Feb. 17, 1953_ 20, 593, 699 
Amount of payments yet to be aa to complete third-quarter 
STARS, WHICH tObAl $EE0, 000, GeO ence cece sccnccnesneuedu 38, 532, 841 
Additional funds needed to complete third-quarter payments_ 17, { 139, 142 


Additional funds required to make estimated fourth-quarter 
payments on the assumption that no balances of Federal funds 
in the States will be carried over from 1953 to 1954___.__--- 322, 060, 858 


Supplemental requirements. ...................-..... 340, 000, 000 
AMOUNT REQUESTED 
Miss Horny. We have an appropriation this vear in the amount of 


$1 billion for public assistance for grants-in-aid to the States. This 
$340 million is supplementary to that. The grants to the States are 
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automatic on a formula basis. Part of our request, $144 million, is 
due to the new amendments in 1952 which were passed after the 
regular appropriation; $22 million is to take care of a deficit in last 
year’s budget. We are permitted to take from the new year’s appro- 
priation for a deficit in the last quarter of the previous year. The 
rest of the deficiency is necessary because of an underestimate. It 
was thought that the rolls would decrease more rapidly than they 
a tually did 

So the $340 million is to make up that deficit. We need $18 million 
for March, and we have no money for the quarter beginning April 1 
to July . 

Chairman BripGes. Any questions from members of the committee? 

The House allowed your request in full? 

Miss Hory. Yes. 

Chairman Bringes. I have gone over the House hearings with 
regard to the matter and have seen their report. | think your re- 
marks with the statement in the record will cover it. 

Senator Magnuson? 

Senator Maanuson. No questions 

Chairman BripGces. Senator Smith? 

Senator Smriru. No questions. 

Chairman Bripcres. Thank vou very much. 


Miss Hory. Thank you. 
Orrice or EpucATION 


STATEMENTS OF EARL J. McGRATH, COMMISSIONER; B. ALDEN 
LILLYWHITE, ASSOCIATE DIRECTOR, FEDERALLY AFFECTED 
AREAS; JAMES C. O’BRIEN, DIRECTOR, VETERANS EDUCA- 


TIONAL SERVICES; AND DONALD W. McKONE, EXECUTIVE 
OFFICER 


SALARIES AND EXPENSES 


Chairman Bripces. We will hear first from Commissioner McGrath. 

Mr. McGrarn. Yes, sir. 

Chairman Brinces. Commissioner McGrath, we would be very 
glad to hear from you on the first item of “Salaries and expenses, 
Office of Education.” 

Mr. McGraru. Thank you, Senator. 

Mr. Chairman, the Office of Education has three supplemental 
budget items before you, and I would like to comment briefly in 
explanation of each of them. 

The first budget item is for an additional $289,000 for salaries and 
expenses of the Office this year. This sum is needed to support the 
important role given the Office in administering the educational pro- 
visions of Public Law 550, the Veterans’ Readjustment Assistance 
Act of 1952, the so-called Korean GI bill of rights. 


ABUSES UNDER FORMER GI BILL 


The new veterans’ training law clearly reflects the intent of the 
Congress that abuses which occurred under the former GI bill must 
not be allowed to happen again, and certain specific responsibilities 
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been placed upon the Office of Education to assist in assuring 
hat this objective be accomplished. The bil] seeks to guard against 
e possible creation of so-called fly-by-night educational institutions, 
set up solely for the purpose of training veterans, and assigns to the 
Commissioner of Education responsibility of establishing and pub- 
shing lists of accrediting agencies and associations by which legitimate 
nstitutions may be approved for veterans’ training without inordinate 
lay 
TECHNICAL ASSISTANCI 


In addition, the Office has been given responsibility for providing 
technical assistance to the State agencies and the Veterans’ _ Lminis- 
tration, and in reviewing the actual operations under the Jaw In 

ibstance, the legislation established the Office of Education as the 
chief educational adviser to the States and to the Veterans’ Adminis 
tration in this program. 

The primary responsibility for approving educational institutions 
and training programs has been given to the States under the new law, 
and the Office of Education has been assigned the responsibility of 
reviewing the operations of the States in this program to assure that 
the educational provisions of the law are carried out effectively through 
the State approving agencies 


POSSIBLE DUPLICATION 


Senator MaGgnuson. Mr. McGrath, if I may interrupt, vesterday 
the Department of Labor came before us for a supplemental appro- 
priation asking for more money on the basis that they have the 
responsibility under the Veterans’ Readjustment Act of 1952 to 
advise States? 

Mr. McGraru. Yes, sir 

Senator MaGgnuson. And to do certain other things in the nature 
of une mplovment compensation Now your role under the Veterans’ 
Readjustment Act of 1952 is an entirely different phase of that; is that 
correct: 

Mr. McGrarn. It is quite different. 

Senator Maanuson. Yes. In other words, there is no duplication? 

Mr. McGratnu. No duplication or overlapping of effort. 

Senator MaaGnuson. So the record will be clear on it. 

Mr. MceGratu. Yes, Senator. 

The Office of Education recognizes the heavy responsibilities 
assigned to it by this statute. It realizes that it has the obligation to 
make certain that the technical assistance provided to the States in 
carrving out the veterans’ educational program represents the best 
and most up-to-date educational practices. By carefully reviewing 
the operations of the States, it can make a major contribution toward 
assuring that appropriate qualitative standards of vete ‘rans’ education 
are maintained in this new GI training program, and that the tax 
dollar is effectively spent in terms of the quality of education and 
training provided veterans. It is estimated that the cost of the pro- 
gram as it levels off may exceed three-quarters of a billion dollars a 
veal 
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COST OF PROGRAM 


It is also estimated that nearly a million young men and women 
will be leaving the service each year with entitlements to GI education 
or traiming. 

This law became effective subsequent to the appropriation of 
funds for the current year. In order to provide for this emergency, 
pending appropriation action by the Congress, the Bureau of the 
Budget authorized an apportionment of available funds from our 
regular salaries and expenses appropriation and approved the sub- 
mission of this supplemental budget request. 


ESTIMATE REDUCED 


We have proceeded carefully to staff the unit of the Office respon- 
sible for this program and have selected persons who have demon- 
strated ability to be of substantial assistance to the States in dealing 
with the complicated educational problems in veterans’ training. 
By the use of consultants and other temporary assistance, we have 
been able to initiate and establish the program in a very economical 
way. After a careful appraisal of our expenses and projected needs to 
June 30, I find we can carry out all functions specified in our written 
agreement with the Veterans’ Administration for $30,000 less than the 
amounted budgeted. This savings will reduce the estimate before 
you to $259,000. 


QUESTION CONCERNING LEGALITY 


It is with this request that the House committee has raised the 
question concerning the legality of the participation of the Office of 
Education in this program. In that connection, Mr. Chairman, I 
would like to read several sections from an opinion of the Comp- 
troller General of the United States received by a Member of the 
House within the last several days. The opinion of the Comptroller 
General insofar as it relates to the point I have just been discussing 
reads as follows: 

The committee states in its report—that is, the House committee—that the 
entire amount of $289,000 requested by the Federal Security Agency for the pur- 


pose of carrying out the Office of Education’s responsibility under the 1952 act 
has been disallowed. 


Now with respect to the specific centering of responsibility in the 
Office of Education to assist in the educational provisions of this act, 
[ would like to read again from the Comptroller General’s report in 
which he is quoting from the House committee hearings on this legis- 
lation, Public Law 550, section 244: 


It is believed that the Office of Education can render a significant educational 
service especially in assisting the Administrator—that is, the Administrator of 
Veterans’ Affairs—in developing a comprehensive policy concerning the develop- 
ment of cooperative agreements with State approving agencies in making an 
educational review of their operations and in rendering educational advisory 
services to the State and local agencies which will assist them in improving their 
programs. It is to be emphasized that the contemplated function of the Office of 
Education is of approval character only, and it is not the intent of this subsection 
to give any veto to the Office of Education or to interfere fundamentally with the 
administrative authority vested in the Administrator of Veterans’ Affairs. 
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ST \TEMENY OF COMMITTER ON LABOR AND P| BLI WELFAR}] 


Now with regard to the Same matter, Mr. Chairman. the 


Committee on Labor and Public Welfare 


Senate 
speaks as follows In its report 
No. ] S24: 


The committee directed that language be Placed In the re 

Intent of the Committee that the Administrator that is, the \dministrator of 
terans’ Affairs Shall utilize to the fullest extent possible the “eTvices and facil} 
s of the Office of ‘ducation in all matters yp; ating to *Pproval of courses of 
‘ucation, cooperative agreements between the \dministrator and State and 
cal agencies, and In re ndering technica] 4Ssistance jn the State and loca] agencies 
the de velopment of educational] Policy, Standards, ; 


and practices. 
Then the Comptroller General, Mr. 
munication. 

Senator Haypen. That is signed by Lindsay Warren? 

Mr. McGrarn. It is signed by the Acting Comptroller General. 
[t is a little difficult to read the name. but I think it is Yates. 

Senator Haypren [t is. 


Mr. McGrarn. The concluding 
as follows: 


port to express Strongly 


Chairman. concludes his com- 


paragraph, Mr. Chairman. reads 


The above ©xcerpt from the legislative history of Public 


Law 550 indicates 
clearly an awareness on the part of Con 


gress of the need to strengthen the educa- 
“ional program at the State 4pproval level in order to protect the Government 
and the veterans from the abuses found Prevalent in the existing educationa] 
program. 


COM PTROLLER ’s REPORT 


Chairman Brinass. May I ask you if the 
Stated that the Office of Education shall or 
r. MCGRATH. As ] read his letter. Mr. ¢ 
General js endorsing the View of the representatives of the Office of 
Education expressed some days ago in the House Subcom 
Appropriations in which we took the 
the Administrator of Veterans’ Affa 
Office of Education to discharge 
tioned, 


Chairman Brings. In other words, that 


Comptroller's report 
Can perform the function? 
‘hairman, the Comptroller 


mittee on 
Position that the law states that 


irs shall use the facilities of the 
these three functions Which ] men- 


was your Position, and 


ment as endorsing your 
Position of “shall 


Mr. } CGRATH, Yes. [t was for this very 


reason that express pro- 
YISION Was made for more serious 


consideration of Standards and erj- 
Agencies and for the Utilization of 
Viewing the Operations of 
agencies in developing 


ACTIVITIES ENDORSED 
In the light of such history and in the view of the expressed language 
and the €xpenditures 
'y the Office of Education Performed by virtue of aereement with the 
‘eterans’ Administration are clearly within the purview and intent of 
le Provisions of Public Lay 550. That paragraph | believe, Mr 
‘hairman, does Specifically endorse these Activities of the Office 


I 
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BUREAU PARTICIPATION BEFORE PASSAGE OF ACT 


Senator HaypEen. To what extent did the Bureau participate in 
determining courses of study of World War II veterans in previous 
years before this act was passed? 

Mr. MeGrarn. Under Public Laws 346 and 16 the Office of Educa- 
tion had no part whatever in the administration of the educational 
program of veterans. This is our first responsibility of this kind. 

Senator Haypen. Who did supervise it? 

Mr. McGrarnu. This was done by a joint effort of the Veterans’ 
ae and certain designated State educational authorities 
designated by the chief executive of the various States. 

Senator Haypen. The net result was that there was scandal in a 
great many States about fly-by-night schools that were organized 
merely to get money out of the veterans and really gave them no sub- 
stantial education advantages? 

Mr. MeGrarn. That is quite true, Mr. Senator, and indeed in 
State not too far away there are 90 items of litigation in connection 
with the provisions of that law as they affect education. 

Senator Haypren. Then it is your contention that the Congress 
having knowledge of what occurred under the former enactment 
tightened up this enactment to make it so that there would be a 
greater assurance that the veteran received a better education and 
that your agency was directed to supervise that work in connection 
with the Veterans’ Administration? 

Mr. McGraru. That is right, Senator. I participated in the dis- 
cussions which led to this legislation from the very beginning in the 
hearings in the House. 

Senator ELLENDER. What have you done so far? 


SATISFACTORY EDUCATIONAL PROGRAM ASSURED 


Mr. McGrarn. Beginning soon after August 20 when the bill was 
passed, we engaged—first we used our own staff, some of our own 
staff, temporarily, and then we began to engage outside persons who 
knew this field well. Some of them actually came out of the State 
approving agencies themselves. We engage ‘d them to assist the States 
in establishing procedures which would guarantee the veteran a sat- 
isfactory educational program under the terms of this act. 

Senator ELienper. Is that on his own by virtue of the fact that 
he could select the college he desired to go to? 

Mr. McGraru. Yes, he could select the college or high school or 
on-the-farm training, or any program he wishes. 

Senator MaGnuson. You have no trouble with the colleges 
trouble is with so-called trade schools? 

Mr. McGrartu. That is correct. 

Senator MaGnuson. You had a list from World War IT which was 
approved, or at least you had some experience with that list? 

Mr. McGraru. That, Mr. Senator, is exactly where some of the 
difficulties occurred. Under this law the Commissioner of Education 
quite aside from the Veterans’ Administrator, the Commissioner of 
Education is required to publish a list of accrediting associations which 
in turn accredit educational institutions and programs. 

Senator Ferauson. ai that not all that you are required to do? 


Mr. McGratn. No, si 
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HOUSE REPORT 


Senator Fercuson. What does the act say? I am reading from 
the report of the House here, and they are very critical of this situa- 

\ir. McGrartnu. Yes, they are, Senator. 

Senator FrrGuson. It appears to me that they have some justifica- 

Mr. McGrarn. I am sorry that you were not here a moment ago, 
Senator Ferguson. I read a statement from the Comptroller General 
n which he pointed out that the position of the Office with regard to 

responsibilities under this act was sound and proper. This is in 
reply to a communication from a member of the House committee. 


WISDOM OF SETTING UP AGENCY 


Senator Fercuson. In other words, he says it is sound or proper 

r you to set up a large agency to do what the law requires you to do. 
here is no doubt about that. The question is your wisdom of setting 
ip such an agency. 

Mr. McGraru. Well, we are acting, Senator, under the law as we 
inderstand it and as interpreted by our General Counsel, by the 
Bureau of the Budget, and by the General Counsel of the Veterans’ 
\dministration, when they signed the agreement, and now by the 
Comptroller General of the United States. 

Senator Frrauson. I have no complaint with the law, and I have 
no complaint with the interpretation of the law that vou have the 

rht to set up an agency, but the Congress is objecting, the House at 

ast is objecting, to your setting up the kind of agency that you are to 
dminister the law. They think you can do it with many less men 
They think, in fact, you can do it in the regular course of events, 
snowing something about the educational institutions of America that 
t is a very easy thing to make those lists as has been indicated by the 
Senators. The question is with regard to the trade schools. You 
iave had experience with the trade schools. Why does it cost so much 
money to get this list? 


HOUSE POSITION 


Mr. McGrarx. May I comment on the House position, Mr. 
Senator? As | read their report, they first contend that the activity 
should not be in the Office of Education at all; it ought to be done in 
the Veterans’ Administration. They contend that we are acting 
llegally in carrying out this work. 

Secondly, they contend if it must be carried out in the Office of 
Education, it should be done without additional personnel. With 
egard to the first point, Mr. Chairman, it is my view, as advised 
by the counsel in the Federal Security Agency, the counsel in the 
Veterans’ Administration, by the Bureau of the Budget, and the 
Comptroller General, that we are acting properly in carrying on 
nese activities. 

Senator Freracuson. Has this been taken up with Mr. Dodge 
specially? 

Mr. McGrarna. All this activity, sir, began before 
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CLEARANCE WITH NEW BUDGET BUREAU 


Senator Ferauson. I know it is long before, but what I would 
like to know and what I think the committee is interested in is, Has 
it been taken up with the new administration? Do you not think 
it is fair to take it up with the new administration? They are tr) 
ing to save money; the Congress is trying to save money. If wi 
are not going to take up things with the new administration and 
continue with the old idea, then the voters will not have had an, 
results from what they did last fall. It looks to me as if you should 
have gone there before you came here to see what the present admin- 
istration wants to do with this thing. 

Mr. McGratu. Senator Ferguson, I am sure that will be don 
about the 1954 budget. 

Senator Ferauson. Why can it not be done right now; they ar 
in authority? 

Mr. McGrarn. What we are asking for, Senator, is for funds to 
pay the salaries of men already engaged. 

Senator Feracuson. We have had men here say that they hav: 
gone back and that they have been told by the new administration 
not to ask for more money but to trasfer it from what they are doing 
now so as not to increase the size of the budget. Have you gone 
back to find out whether the administration wants you to spend this 
as hew money? 

Mr. McGrarn. Mrs. Hobby, as you know, is the new Federal! 
Security Administrator, and I think it is her prerogative to consult 
with Mr. Dodge. 

Senator Fmrauson. Have you asked her? 


SPECIFIC REQUEST 


Mr. McGraru. I have not asked her to consult Mr. Dodge on 
this matter, Senator Ferguson, because the deficiency that we are 
asking you to take care of is to take care of personnel who were 
engaged beginning some time soon after the 20th of August and ar 
already on the Federal payroll. 

Senator Ferauson. The question is whether we should not take 
them off the payroll, not whether we should continue them. The 
Dodge order was to cut off frills and everything that could be cut 
out. You want $289,000 to continue this for the next, how many 


months? 

Mr. McGraru. Well, ves, but it is not $289,000, Senator. 

Senator Fercuson. | am reading this. The committee has dis- 
allowed the entire amount of $289,000. 

Mr. McGraru. Yes, sir. In my last sentence I said, Senator, that 
we had reduced it ourselves. 

Senator Fercuson. You reduced it? 

Mr. MecGraru. Yes; that is not to cover from now to the Ist of 
July, that is to cover from August 20 to the Ist of July. 


OPERATING FUNDS 


Senator Fercuson. Where did you get the funds to operate up to 


now? 


Mr. McGrartu. We had permission from the Budget Bureau to 
operate on deficiency basis. 
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Senator FerGuson. On this item in this way? 

Mr. McGraru. Yes, sir. 

Senator Fercuson. So you want to cover from August so that you 
an put this money back in? 

Mr. McGratu. Yes, sir 

Senator Fercuson. Have you tried to find out whether you could 
shift other money from other places? 

Mr. McGrarn. We have made every effort to do that, Senator, and 
his $30,000 reduction indicates that the Office of Education is not 

eking to use up every cent it can get. We did this voluntarily. We 
it this $30,000 out. 

Also I should like, Mr. Chairman, if I may, to put in the record that 
n the past 4 years while I have been Commissioner of Education the 
budget for salaries and expenses, except for additions made by the 
Congress for new activities, has consistently been reduced. 

Accordingly, I feel that the record of the office has been good in this 
respect. We have not asked for exorbitant sums. On one occasion I 
returned to both branches of Congress to suggest that about $30,000 
be returned, again voluntarily. 


SELECTION OF VETERANS’ SCHOOLS 


Senator ExLtenpeR. Mr. McGrath, I think that the amount that is 
being requested for administration is but chicken feed compared to 
what you could save in respect to the selection by veterans of courses at 
the schools. 1 am familiar with many cases where a veteran took as 
many as four courses merely to get the money, merely to get the salary 

Mr. McGrarnu. Yes, sir. 

Senator ELLeNpER. What have you done to correct that? 

Mr. McGrarnu. That is exactly what this machinery will prevent 

Senator ELLENDER. It should have prevented it. 

Mr. MeGrartna. It has. The machinery is already running. Of 
course, there are other sections of the law that will prevent these 
abuses. 

Senator Dirksen. Mr. McGrath, that is not quite the case, if | 
have a good idea of what Senator Ellender has in mind. Under this 
appropriation your sole and principal function is to pass upon the 
accrediting associations and agencies. You do not deal with the 
individual veteran under this program, do you? 

Mr. McGratnu. No, sir; we deal with the States. 


FUNCTIONS 


Senator Dirksen. That is right. You determine whether an 
association is a good association and will properly accredit schools 
that will come under the program? 

Mr. McGratu. That is one function. 

Senator Dirksen. What is the other? 

Mr. McGrarn. The other function is to work with the 48 States 
in developing the kind of machinery in those States that will prevent 
the abuses, flagrant abuses, which occurred in the past and which 
cost the taxpayer hundreds of millions of dollars 
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ABUSES 


Senator ExLitenper. On that point what have you accomplished 
since August—since you have taken over—in order to prevent what 
[ call a duplication of the effort on the part of the veteran merely to 
get thesalary? I found, for instance, that some were taking carpentry, 
shoemaking, and blacksmithing, and they simply took courses to get 
the money. 

Senator MaGnuson. That is just as good as philosophy. 

Senator ELLenpDER. What have you done to correct that? 

Mr. McGraru. I will ask the director of this program. 

Mr. O’Brien. The statute takes care of the specific problem which 
you raised. Under this new GI bill, the veteran can only make one 
change in course and then only after the situation has been very care- 
fully looked into. I think, too, and this answers the question more 
specifically, the office has worked with the 48 States which includes 
81 of these so-called State-approving agencies in that certain of the 
States have more than one. For example, in the State of Wisconsin 
there is one agency designated by the Governor to work with appren- 
ticeship and on-job training and another one to deal with institutions 

What the office has done, to answer your question specifically, is to 
have its men right out in the field working with the State directors 
of GI education in dealing with specific technical problems which go 
right to the heart of the quality of these courses. 


ACTIVITY OF TRADE SCHOOLS 


For example, some of the trade schools which were established solely 
to train veterans still are anxious to be a part of this new program de- 
spite the fact that there is a clear intent in the statute that there 
should not be new schools set up just to train these veterans. So 
they are shifting their courses around and combining courses to get 
around the requirement of the law providing that there shall be 15 
percent nonveterans. 

Other schools are trying to get around the refund policy. 

The work of the office is significant, I think, not so much in the 
issuing of the accrediting lists but rather in working with each of the 
States in their technical problems. For example, there is a stipulation 
for on-the-job training, but it is provided in the statute that there must 
be related school instruction. Our men work with the State authori- 
ties in determining what kind of instruction there should be in thi 
schools and bring into play the total experience of education. 


ON-FARM TRAINING 


Another example, there is a large institutional on-farm training 
provided in the statute. There was a question whether or not all of 
this training could be given in the classroom or whether a certain 
amount of instruction should be given on the farm, dealing with 
poultry husbandry and pruning and so on. 

There are other examples of whether temporarily accredited schools 
are acceptable. 
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ACCREDITING AGENCIES 


‘he Commissioner of Education has issued a list of so-called 
werediting agencies, and they do, as Senator Magnuson stated, cover 
the good schools such as the University of Washington and others, but 
here are other institutions whose courses of study have to be scruti- 
nized. Under this accrediting of agencies—and so far they have been 
ip to this time the college accrediting agencies—there is a loophole in 

law which provides that other types of institutions can band them- 
selves together as accrediting agencies and present themselves to the 
Office of Education, and if they get approval they do not have to be 
scrutinized under the law. 

As a consequence, and I do not mean this as a deprecation of these 
ronpe because they may be perfectly proper, but there are funeral 

‘rvice directors sc ‘hools, beautician and cosme ‘tologist schools, and 
so on. The Commissioner of Education has to appraise these ac- 
crediting groups to see if they have the legitimate qualifications and 
if the answer is ves, then all of these schools all over the country avoid 
the scrutiny which this new Public Law 550 requires. 

It is that plus the day-to-day working with education people all 
over the country in connection with the correspondence-school 
courses, grade-school courses, vocational-school courses, which I 
think represents the full contribution of the Office of Education. 


UNIFORMITY OF SCHOOLS 


Senator ELLENDER. Are you checking on the length of time so as to 
obtain uniformity of these schools throughout the country? 

Mr. O’Brren. We are. I can cite a specific example, Senator 
Ellender, which occurred in a Middle Western State where an identical 
course Was set up in different parts of the State in two business schools. 
lt took 6 months in one school and a year in another. What is right? 
What does it take to teach this veteran? Educational judgment has 
to be brought to bear to see which is right, the 6-month school or the 
l-vear school. 

ON-THE-JOB APPRENTICE TRAINING 


Senator Maanuson. Can I ask you one question about your 
on-the-job apprentice training? What blueprint or criteria do you 
set for that? Take, as an example, that I came out of the Army and 
[ wanted to be a barber. Could I apprentice myself in a barbershop? 
Would you accredit that, or would I have to go to school? 

Mr. O’Brien. Of all that you could have picked, barbers are ex- 
cluded from certain training in a technical way. 

Senator Maanuson. Why? 

Mr. O’Brien. Because the theory is that it does not take both 
schooling and on-the-job training to become a barber. Certain pay- 
ments to veterans are excluded in a technical way. 

Senator Maanuson. How about blacksmithing, for example? 

Mr. O’Brien. There are two ways you could go about that. If 1 
is an apprenticeable trade, you apply to the establishment where you 
want to take it and you are paid by the Government for the pe riod of 
the apprenticeship up to 3 years. 
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Now, you may have to take some schoolroom instruction along with 
that blacksmith apprenticeship. You have to know how malleable 
certain types of metal are, for example. It is in that connection that 
the Office of Education works with the schools and sees to it that the 
boy gets his education in the texture of the metal. 

Senator Magnuson. You would find that in an accredited trade 
school, say, a high school trade school? 

Mr. O’Brien. That is correct. It very frequently is a vocational 
high school. 

Senator Macnuson. A vocational high school. 

Mr. O’Brien. But the question is, What should they teach? 
What has an affinity to blacksmithing? Another example is that 
you can take on-the-job training which is not apprenticeable. Let 
us say, for example, a turret lathe operator. The question is what 
instruction should you take in connection with the reading of blue- 
prints? Then on the institutional on-farm training program there 
are many problems because the law is complicated in that the veteran 
must have a controlling interest in the farm; he must take a number 
of hours in the school, and a number of hours on the farm. 

Senator Maanuson. The point I am making, insofar as the thing 
goes now, there is no such thing as pure apprentice work, and if the 
thing goes through he has to add to that in some class work either in 
a vocational school or otherwise if possible? 

Mr. O’Brien. That is correct, especially with on-the-job training. 
Apprentice training is fairly well established. 


COOPERATION OF UNIONS 


Senator Magnuson. How do the unions cooperate in that respect? 

Mr. O’Brien. A great many of these apprentice arrangements are 
based on labor-management agreements in which the apprenticeship 
training is discussed with management and labor. In the trade 
schools, however, that kind of experience is not to be found. It is 
there where you have to make absolutely certain that the course the 
veteran is getting is going to give him his dollar’s worth of training 

The responsibility of passing upon those courses rests with the 
States, to be sure. There should be no control of education coming 
out of Washington, but the States themselves feel very strongly—and 
this is coming from all over the country, especially since the action 
of the House in eliminating this item—they feel they are losing some- 
thing if they do not have this technical help from the Office of Educa- 
tion. It is one of those anomalous situations in which the States feel 
that the place of the Federal educational agency in this program is 
the way to preserve States’ rights. 

Senator MaGcnuson. Do you find in unions any resistance to the 
number of veterans going into these as a chosen trade because they 
do not want to clutter the trade up or add to those already in, or do 
you find complete cooperation? 

Mr. O’Brien. It is very difficult to answer that question, Senator, 
because this program is quite new in its operation. 

Senator MaGnuson. So far they have been cooperative? 

Mr. O’Brien. So far they have been cooperative. It is true that 
in apprenticeship agreements there may be an arrangement for a ratio 
of apprentices to journeymen. The staff being requested to work with 
these 81 agencies all over the country consists essentially of 10 people. 
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ACCREDITED PROFESSIONAL SCHOOLS 


Senator MaGnuson. Just one more question. What about in the 
so-called professions like, for example, the medical field? Do you ac- 
redit schools of osteopathy and chiropractors? 

Mr. O’Brien. We review the applications of the associations, which 
in turn accredit such schools, but even in the great profession of medi- 
ine, strangely, technical educational questions occur. I think of one 
that happened recently where a group of medical doctors sought to 
have a meeting, I think it was a 4-day meeting, to discuss certain 

ements of the medical profession among themselves and inquiry was 
nade as to whether or not that could be regarded as a course of vet- 
rans’ training under the statute. 

Under the circumstances, of course we were compelled to say it 
was not, 

Senator Magnuson. Thank you. 

Senator Smita. Mr. Chairman? 

Senator Munprt (presiding). Senator Smith. 


POSSIBLE DUPLICATION 


Senator Smirx. Mr. Commissioner, will you or Mr. O’Brien tell us 
whether this new machinery which you have been setting up is elimin- 
ating any similar activity in the Veterans’ Administration or something 
in the duplication of it? 

Mr. O’Brien. I would say, Senator Smith, that if the scandals and 
the abuses which we all know occurred under the World War II GI 
program are to be avoided in this new GI bill, the work which our 
Office is doing would have to be done somewhere. Perhaps another 
logical place would be in the Veterans’ Administration, but in the 
hearings before the Congress last spring the apparent intention of both 
the House and Senate was that this educational job be done by the 
Federal Security Agency, Office of Education, the Government’s edu- 
cation agency. 

Senator Smitx. That is what should be done, but is the Veterans’ 
\dministration doing it? 

Mr. OBrien. No. On the contrary, Senator Smith, as soon as 
this statute was passed to which Mr. McGrath directed himself in 
quoting from the Comptroller General’s opinion, it directea the Vet- 
erans’ Administrator to use this means for accomplishing it 


WRITTEN AGREEMENT WITH VETERANS’ ADMINISTRATION 


Immediately after passage of the act and after conferences with the 
Veterans’ Affairs Committee of the House, the Veterans’ Administra- 
tion proffered to the Office of Education a written agreement which 
asks our Office to do these very things for which we are asking today 
n this budget. So that in this case the Veterans’ Administration is 
not doing this itself but it is rather formally asking the Office of Educa- 
tion to do these things. It especially calls for our Office to review the 
operations of the State approval] agencies. 

Senator Smitru. Is there proper liason between the Office of Educa- 
tion and the Veterans’ Administration both in Washington and 
in the field? 
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Mr. O’Brien. There is excellent liaison, Senator Smith, in Wash- 
ington, and the fact that we do have these 10 men out working in the 
States is the kind of arrangement that can only result in better 
liaison. For example our man recently spent 2 days at the Togus, 
Maine Veterans’ Administration facility. The program of bringing 
together the fiscal responsibility which is the Veterans’ Administra- 
tion’s responsibility and the education responsibility which is the 
responsibility of the Office of Education will certainly result in better 
liaison than has existed before. 



























INCREASE IN PERSONNEL 
Senator Smrrax. How much has your personnel increased as a result 
of this program? 

Mr. O’Brien. The budget request is for 42 people but with the 
cutback it comes to something in the number of forty-some people 
including the secretarial staff. 

Senator Dirksen. Mr. Chairman? 

Senator Munprt (presiding). Senator Dirksen. 

Senator Dirksen. You say this budget is for 42 positions? 

Mr. O’Brien. Yes, sir. 

Senator Dirksen. You advised the House that this was to cover 
55 positions. 

Mr. O’Brien. I beg your pardon. The Budget Bureau authorized 
the 55 positions but the Commissioner voluntarily cut that figure back 
to 42 in the House hearings. 




















FIELD RESPONSIBILITIES 
Senator Dirksen. I have been rather entranced with your descrip- 
tion of these responsibilities in the field. If all the emphasis is to be 
there, why do you have only 10 people there and all the rest of them 
are going to be operating here in the District of Columbia? 

Mr. O’Brien. I said 10 people, I should have said with secretaries 
The staff in the central office, Senator, is intended to consist of 
approximately 7 or 8 professional people, 2 or 3 for management pur- 
poses, and the rest to be specialists and these secretaries have to be 
added. The rest are concerned with the technical aspects of accredita- 
tion, on-farm training, on-job training, trade school education and 
the like. 

Senator Dirksen. What are the secretaries going to be doing? 
Are they going to be traveling? 

Mr. O’Brien. No, sir. 

Senator Dirksen. Let us take a look at it. You start off with one 
Assistant Commissioner. Why do you have to grade this as Assistant 
Commissioner, GS-15? That carries a salary of $10,500 a year. 
Does that take an Assistant Commissioner to do this job? 

Mr. O’Brien. It may be a matter of some embarrassment to answer 
that question, sir, because I am he. 

Senator Dirksen. Whether it is you or Joe Doakes, we would like 
to know. 

Mr. O’Brien. As a practical matter, Commissioner McGrath 
assigned me from other work to do this for reasons which I am sure 
he could express better than I could. Whether it takes that title 
to do the job is another question. 
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RESPONSIBILITY OF BRANCH DIRECTORS 


Senator Dirksen. You have two branch directors, GS—15, also 
$10,500. What are the branch directors going to do? 

\Mr. O’Brien. When the budget was prepared, one was for the one 
vho has direct responsibility for the field operation and the other one 
s responsible for the technical developments of educational standards 

| the dealing with problems at the departmental level. 

Senator DIRKSEN. So you are going to be at the top and you will 
ave two branch directors, both of them here in Washington? 

\ir. O’Brien. That has been requested. 


TECHNICAL SPECIALISTS 


Senator Dirksen. Then you are going to have four technical 
ecialists. What do they do? 

Mr. McKonr. May I answer that question, Senator? We cut 
k the 2 branch directors and the 4 technical directors. We have 
y 2 out of the 6 filled. 

Senator Dirksen. Why? 

Mir. McKonr. Because the Commissioner decided that the program 
vould be operated at a lower level than originally approved. 

Senator Dirksen. Why was that done after you submitted this 
table? 

Mr. McKonr. The tables as we understood it were to conform to 
the recommendations of the Budget Bureau. 

Mr. O’Brign. Perhaps I can answer that in not nearly as technical a 
way. When this work was given to us, it was pretty hard to tell what 
the job would require. We have now been into it, we have now had 
{ or 5 months’ experience and I think the cutback as you see it is a 
very frank and honest determination on our part that we do not need 
that many. 


( 
] 
mi 


ACTIVITY IN CONNECTION WITH LAW SCHOOL 


Senator Dirksen. I am glad that you discovered that somewhere 
along the line. But, let us look at a little detail here. A veteran 
comes back from Korea and he decides he wants to go to law school. 
You have accredited the American Bar Association, have you not, in 
your order of October which was published in the Federal Register? 

Mr. O’Brien. Yes, sir. 

Senator DirksEn. So he picks out the law school at the University 
of Illinois or Northwestern University. That is accredited because 
vou have accredited the American Bar and those are recognized by the 
American Bar? 

Mr. O’Brien. That is right, sir. 

Senator Dirksen. Now, you tell me what you do after he picks out 
Northwestern University. 

Mr. O’Brien. Not a thing, Senator. 

Senator Dirksen. Then you have no function under this business 
30 far as 1am concerned. You do not come and see me as a veteran. 

Mr. O’Brien. No, sir, but if he picks a law school that is not 
accredited, then we do. 

Senator Dirksen. How can he pick a law school which has not 
been accredited? 
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Mr. O’Brien. He may pick it. 

Senator Dirksen. He may pick it, but he will never get there. 

Mr. O’Brien. He may go there, yes, sir. If he seeks to choose a 
law school which is not accredited and which you and I perhaps 
would agree he should not pick, be still may pick that school and go 
there. Indeed, we have in one State the situation where the supreme 
court indirectly sought to be recognized as the accrediting association 
because in that State the supreme court recognizes this particular 
law school, | shall not say a second-rate law school, but a law school 
that is not recognized by the American Bar Association. 

Under the law if he wants to use his entitlement, he may go to it 


TRAINED VETERANS’ ADMINISTRATION COUNSELORS 


Senator Dirksen. The Veterans’ Administration has trained 
counselors, and they have 70 field officers, trained vocational coun- 
selors, and a limited trained clerical personnel in guidance sections? 

Mr. O’Brien. That is right. 

Senator Dirksen. How can he fall into an error of selection when 
he has guidance experts and advisers and everything else? 

Mr. O’Brien. I of course cannot speak for the Veterans’ Adminis- 
tration, but my understanding is that these advisement counselor 
people are used in those cases where the veteran wants to change his 
course of study. Before he can change he has to be funneled through 
these counselors to see whether he has picked a proper vocational objec- 
tive. I think that is where those advisement people would come into 
it, and I do not think they would be involved in the other phase. 

Senator Dirksen. Do not these field offices know what schools 
are accredited and if they do not, what in the world is wrongJwith 
your coordination? 


MINISTRY OF ACCREDITATION 


Mr. O’Brien. The field of accreditation is peculiar to the United 
States. In every other country they have a Ministry of Education 
which accredits schools. These have been voluntary organizations 
which have grown up over the years—these which you have referred 
to, such as the American Bar Association, are well known. 

The real difficulty is in these new associations which are trying 
to band together just to get around these requirements of the law. 

Senator Dirksen. Yes, but under this program that is before us 
now, you do not have any contact with the individual veterans on this 
matter? 

Mr. O’Brien. No. 

Senator Dirksen. It is operated through the associations that 
you accredit? 

Mr. O’Brien. Insofar as the selection of the school, ves. 

Senator Dirksen. Certainly. 

Mr. O’Brien. I would say generally speaking that in higher edu- 
cation there is no real problem. 


FURTHER EXAMPLE 


Senator Dirksen. All right. Now we have disposed of the law for 
the moment. I decide I want to be a chiropodist and chop around 
on people’s feet. I want to find out what the proper school is, and | 
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look on the list or somebody tells me that the Association of Chiropo- 
dists is handling this matter. All right, I have to pick out a school 
that has been accredited by it. What do you do? 

Mr. O’Brien. The answer is the same, and it will be the same on 
all of these published accreditation agencies. If there is an association 
as there is of the chiropodists, those schools aré recognized and the 
State may go ahead and allow the veteran to go there. We have 
have nothing to do with it. It is in those schools which do not come 
inder these accrediting associations that our real contribution can be 
made. 

Senator Dirksen. You have to set up associations for those, do 
vou not, at the State level? 

Mr. O’Brien. No, sir. These professional associations are set up 
at the national level, and they are indeed on our doorstep for recog- 
nition. 

Senator Dirksen. But the approval finally has to be at the State 
i@\ el? 


Mr. O’Brien. Yes, sir. 
JUSTIFICATION QUESTIONABLE: 


Senator Dirksen. I am still not clear, Mr. Chairman, as to what 
goes on in this program. ‘This is a rather impressive list of people, 
starting with the Assistant Commissioner at a rating of GS—15, $16,500 
a year. I do not see any justification for this whole list. Now you 
have 462 people in your office generally. You have 175 in travel 
status already outside of these who travel around the country. Why 
can this function not be consolidated a little bit and let some of them 
do this kind of work? 

Mr. O’Brien. Perhaps, Senator Dirksen, the Commissioner would 
like to explain. 

Mr. McGraru. I would be very happy to try to answer that 
question, Senator. We do have four hundred-odd persons in the 
office. They are concerned with all aspects of the most complex 
educational system in the world, from the nursing schools to the 
vraduate schools, all kinds. In maintaining relations with the State 
educational authorities, in maintaining relations with hundreds of 
societies, such as the American Historical Society, the Teachers of 
Physics and Teachers of Reading. 


MAINTAINING RELATIONS 


Senator Munpr. Will you explain what you mean by “maintaining 
relations’’? 

Mr. McGrartn. Yes; acting as advisers to State and local education 
authorities as to the most recent and best practices in the various 
educational fields, in writing treatises on the best educational practices. 
In order to do that, Mr. Chairman, they have to keep in touch with 
the leaders in those fields. Our function is one of interchanging infor- 
mation and getting the best practices to all parts of the United States 
as quickly as possible. We do not operate schools, we do not operate 
any school systems, we do not publish textbooks nor buy textbooks. 
Ours is an advisory consultative function. 
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FEDERAL AID TO EDUCATION 


Senator Munpr. Do you get to make any speeches in regard 
Federal aid to education? 

Mr. McGrartu. Well, sir, I do not think so if I get the point of 
your question. You mean about how the Government operates? 

Senator Munpr. No, about whether there should be Federal aid to 
education or not. 

Mr. McGraru. The Commissioner of Education has made some 
public addresses, and in his annual report he has advocated Federal 
aid to education in accordance with the previous administration’s 
position 

Senator Munpr. I am talking about the other, “maintain relations.” 
Is it their function to relay that? 

Mr. MeGrartn. I think their function is to make known the facts 
relating to the inadequacy of the American educational system but not 
to advocate legislation to correct inadequacies. That is a matter in 
most instances for State and local school authorities, and if there is to 
be a general pronouncement from the Office, I think that pronounce- 
ment appropriately comes from the Commissioner of Education. 

Senator Munpr. He cannot contact all of them. The people with 
vou, when they go to a convention or appear before a meeting, do 
they not naturally support or supplement your position or your 
pronouncement? 

LOBBYING 


Mr. MeGraru. Well, I would like to answer that question in this 
way, Mr. Chairman: The Office of Education scrupulously avoids 


lobbying of any kind or of organizing groups outside the Government 
to bring pressure to bear on the Congress for the passage of legislation 
[ am confident that our record on that is clean so far as I know; at 
least that is my policy. 

My instructions are that the Office of Education staff is not to 
lobby or bring pressure to bear on Members of Congress. 

Senator Munpr. It is exclusively the function of the Commissioner, 
if there is any lobbying to be done? 

Mr. McGratu. No, sir; I have never participated in any activities 
which I consider lobbying. I have from time to time expressed my 
ideas on educational matters within the framework of the adminis- 
tration’s policy, which, as you know, has been in favor of Federal 
aid to education. 

Senator Munpr. I was not referring to lobbying, but if it is not 
lobbying to you when you do it, it would not be lobbying when your 
associates do it. How many people are engaged in making those 
kinds of educational speeches which we will say are not lobbying but 
presenting your position or the administration’s s position on Federal 
aid to education? 

STAFF ACTIVITIES 


Mr. McGravru. I think the staff is concerned with other matters, 
Mr. Chairman, such as the preparation of treatises on educational 
subjects, the writing of reports dealing with the best educational 
practices, meeting with State educational authorities, for example, 
in the field of vocational education to improve education within 
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those States. We act as a clearmghouse, as a publication center if 
you will, in order that in this vast country the best educational prac- 
tices may be circulated as quickly as possible. 

Mr. O’Brien. Mr. Chairman, may I supplement in answer to 
Senator Dirksen’s question? With regard to the ability of the Office 
to try to pick up and do this job, without more staff, when this pro- 

am came to us last August we discussed how we could get the job 
done, what people we could put on it. That was considered carefully. 
[t was right on the heels of an action taken by the House committee 
having to do with the school-assistance program in which some new 
responsibilities had been given to the Office, and there was a direction 
from the House committee, “Go ahead and do this job with the people 
you have.”’ 


QUALIFICATION OF STAFF 


t this point the Office of Education, I was advised by the Commis- 
sioner, did not have any people who could be spared from what they 
were doing, and at that point we went to the Bureau of the Budget 
and said, ‘‘What should we do?” The Bureau of the Budget said, 
“You go ahead and do this and do that.” I think perhaps that pro- 
vides a partial answer to your question plus the fact that the people 
who are working with the States require certain skills and they were 
not always readily available in our staff. We have people, for example, 
who are expert in the training of exceptional youth, whether backward 
youth or precocious youth. 

Yet I do not think those people necessarily would be able to go out 
and slug it out on apprenticeship questions where you have labor- 
management problems. So there was a question of qualifications 
involved as we ll. 


COOPERATIVE AGREEMENTS 


A third thing that-was not mentioned earlier through my oversight, 
but still in answer to your question, is that one of the jobs given to 
the Office under this was to work with the States and with the 
Veterans’ Administration in the development of so-called coopera- 
tive agreements between the Veterans’ Administration and the States 
in connection with the operation of this program. 

Now those cooperative agreements essentially are simply contracts 
for reimbursement. The Veterans’ Administration contracts with 
the States to reimburse the State for the funds it expends out of the 
State funds to operate this program, and again deliberately the 
Congress put the Office of Education in the middle of that picture 
to make an educational audit of State operations and to apply such 
skill as it could apply to questions for example of whether or not 
two visits to a trade school a year was enough to see that it was 
kept on the track in terms of the propriety or whether there should 
be three visits. 

DEVELOPMENT OF LEGISLATION 


There were also questions as to how many inspections there should 
be of a farm training program. A still third function we have which 
was raised by the chairman’s question is to work with the States in 
connection with their development of legislation. We are working 
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with one State in the Southwest at the moment which is developing 
a complete new statute to deal with this veterans’ training problem. 

In furnishing advice to that State we are drawing upon the advice 
and the experience which is being picked up in the other 48 States. 
I think one of the contributions that the office can make is in the 
sense of acting as a catalyst to bring to bear in the States in one area 
of the country good experience from other parts of the country. 


ACTIVITIES OF DEPARTMENT OF LABOR 


Senator Dirksen. What does the Department of Labor do in this 
field when you talk about apprentice training? 

Mr. O’Brien. The Department of Labor is engaged by the Vet- 
erans’ Administration to act for it in four States where there is no 
State apprenticeship agency. Otherwise, the Department of Labor 
in its apprentice bureau has no direct contact. 

Senator Dirksen. But they have a general vocational program, 
and overseeing program, and supervision program? 

Mr. O’Brien. That is true; they do work with the State apprentice- 
ship agency. 

Senator Dirksen. How long have you been in the Office of Educa- 
tion? 

Mr. O’Brien. I have been in the Office of Education something 
over 3 years. 

Senator Dirksen. Now you were made the Assistant Commis- 
sioner under this program? 

Mr. O’Brien. | was Assistant Commissioner already. 

Senator Dirksen. With the proper amount of modesty you can 
answer this: Do you bring some special talent to this field? 


QUALIFICATION OF WITNESS 


Mr. O’Brien. I should like to think that I do, sir. I entered the 
Government service in 1928. I have been a so-called career employe: 
of the Government. I have directed substantial programs which 
involve the Federal-State relationship which is involved here. | 
have also directed programs which have involved these probems of 
educational administration. 

That, I think, coupled with my legal and naval experience, led the 
Commissioner to believe that I could make a contribution, and | 
hope that with my background I have. The other contributions in 
that regard come from the specific secialists in these various fields 
such as on-the-farm training, and so on. 

Senator Dirksen. I would like to ask the Commissioner to what 
extent has GI training tapered off? As I survey the student body 
around the country, there has been a substantial diminution of GI's 
on the campus today. Have you assembled some figures on that? 

Mr. McGrarn. We can supply the exact figures. The Veterans’ 
Administration will have to do that under Public Law 346. The 
reason for the tapering off, Mr. Senator, is that is has been a long time 
since World War II, and these men have taken advantage of the 
educational provisions of Public Law 346. 

On the other hand, the full impact of Public Law 550 could hardly 
be felt yet because it was passed only in August, and not enough men 
have been able to arrange their affairs to take adavntage of this act. 
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TOTAL ELIGIBLE FOR TRAINING 


\loreover, many of them are still in the Army, but we have been 
|, we have been reliably informed, that the number of men coming 
out annually who are eligible for this kind of training would approach 
million, which means, I should like to express the judgment, that the 
ollment of veterans in educational institutions will rise perceptibly 
the near future and continue at a high level if something serious in 
the social order does not happen. 

Senator DirksEN. But we had a potential of 17 million to draw 

rom at the end of World War I when this Readjustment Act went 
the books in 1944. It has progressively tapered off, and I think 
ou will agree? 

Mr. McGratn. I do. 

Senator Dirksen. We will never reach that kind of potential again, 
| hope, certainly not on the basis of what we have in the service at 
the present time? 

Mr. MeGrartnu. That is right. 

Senator Dirksen. Here we are now confronted with more guidance 
and more expense as the number of veterans goes down. I do not 
think the logic of the situation commends itself woe ularly, certainly 
not to me, unless there is a better justification for 1 

Mr. McGrarna. I think if I may say so, Senaaee: our responsibility 

; in the prevention of a repetition of what occurred under the other 
act in which two things happened. Many United States taxpayers’ 

ollars were wasted, but in my judgment the most important thing 
was that many veterans who should have gotten a sound education 

d not get a sound education, they got ineffective education. 

lt is my professional opinion that the machinery that has been set 
ip here, which although it amounts to $250,000, will save many, 
many times that amount of money. 


DETERMINATION OF COST 


Senator Maanuson. Where do you get the figure that this program 
5 apt to cost us a quarter of a million dollars?) How do you project 
hat? Do you do that on the basis of those who took advantage after 
World War IL? 

Mr. O’Brien. That figure came from the Veterans’ Administration, 
it was three-quarters of a billion. It was based on the same ratio 
applied to the World War II group. 

Senator MaGnuson. That is the Federal Government’s contribution 
dealing with three-quarters of a billion dollars potential outlay? 

Mr. O’Brien. That is right. 

Senator Maanuson. You are asking for approximately $250,000 for 
his year to help supervise the wise expenditure of that money, is that 
about it in a nutshell? 

Mr. McGraru. That is right. 

Senator Younc. Mr. Commissioner, who is in charge of on-farm 
raining? 

Mr. O’Brien. We have a Mr. Wohlford, sir. 

Senator Youna. What is his background? 

Mr. O’Brien. He has background in the educational field and in 
unning the previous GI on-the-farm training program for the State of 


(Arkansas. 
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Senator Younc. What was his experience before that? 

Mr. O’Brien. May I supply that for the record, sir? I do not 
have it in mind. He has been in on-the-farm training for a great 
many years. 

(The information referred to follows:) 


Vicutor H. WoHLFORD 








Graduated from University of Arkansas 1931, bachelor-of-science degree in 
agriculture. 

Received master-of-science degree from University of Arkansas, with major in 
vocational agricultural education. 

Graduated from Fayetteville Business College, Fayetteville, Ark., combined 
courses. 

Teacher of vacotional agriculture, 1931-39. 

Director of radio, recreation, and leadership training for Future Farmers of 
Arkansas, 1939-July 5, 1941. 


Military service, July 5, 1941, through December 1946 (captain and lieutenant 
colonel, U. 8. Air Force). 

District supervisor, vacotional agricultural education, January 1, 1946—Decem- 
ber 31, 1946. 

Assistant State supervisor of vocational agriculture, January 1, 1947—July 1, 
1947. 

State supervisor, institutional on-farm training, July 1, 1947, through December 
27, 1952. 

Administered and supervised the institutional on-farm training program in 
Arkansas and was responsible for finances, etc. “Peak enrollment, 21,000 trainees 
1,000 instructors in 350 high schools throughout the State. 


Senator Younc. There has been a considerable improvement in the 
program, but I think more could be had. 


Mr. O’Brizn. It is one of the more difficult phases of the program, 
sIr. 


VETERANS’ ADMINISTRATION ESTIMATE OF TRAINEES 





Senator Dirksen. Mr. Chairman, just to make sure that the record 
is complete, 1 notice from the $80 billion budget submitted by the 
predecessor administration that they set out under Veterans’ Adminis- 
tration under the title “Education and training’ an estimate of 
| ,226,000-plus trainees actual fiscal 1952 and none under Public Law 
550. In fiseal 1953 the number drops down to 600,000. The number 
under Public Law 550 is estimated at 185,000, so that the total is 
785,000 as compared with 1,226,000 in the prior year. 

Now, for 1954 it is estimated that under Public Law 346 it will drop 
to 240,000, and under Public Law 550 it will go to 475,000. That will be 
a total of 715,000, which is 70,000 less than in 1953 and roughly 45 
percent of what it was in 1952. That is the Veterans’ Administration 
estimate of education and trainees, and I think it is well to read into 
the record of the hearings this paragraph. [Reading:] 

The forecast of the number of veterans in training under Public Law 346 esti- 
mates a 51-percent decline in fiscal year 1953 from fiscal 1952 and a reduction of 
60 percent in fiscal 1954 over fiscal 1953. However, the number of veterans in 
training under Public Law 550 is expected to average 185,000 during fiscal 1953, 


and 475,000 during fiscal 1954. This will result in an overall decrease of 36 percent 
in fiseal 1953 and a 9-percent decrease in fiscal 1954. 


DUPLICATION IN ADMINISTERING 





LAW 


Senator McCrietian. May I ask, Mr. Commissioner, how many 
other Federal agencies are engaged in administering Public Law 550 
other than the Office of Public Education? 
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\ir. McGraru. You mean the educational parts of the law? 
Senator McC.Le.ian. In administering the law with respect to this 
lucational training program for veterans. 

\ir. McGratu. We have the responsibility for the educational parts 

the law in the Office of Education. 

Senator McCLe ian. The whole responsibility? 

Mr. McGraru. Part of it by direct action of the Congress, and the 
second half by delegation through the Veterans’ Administration. 

Senator McCie.ian. We certainly make an appropriation to the 
Veterans’ Administration to carry out the provisions of the act, do 
we not? 

Mr. McGrarn. I am not familiar with the Veterans’ budget, siz 

Senator McC.LeLian. We also make an appropriation to the Depart- 
nent of Labor to perform its services, do we not? Is that correct? 

Mr. MeGrartu. Well, I think it is. 

Senator McCievian. What I am trying to determine is whether 
there is actually any overlapping or not. I think we are all interested 
n the program, and we want to make appropriations, whatever 
necessary and adequate, to see that the law is well administered. 
What I am trying to determine is if there is the possibility of over- 
lapping of responsibllity and duplication of effort so that we might 
look into the wisdom of making reductions where the requests can 
be reduced. 

Mr. McGraru. We do not believe that we are duplicating the 
efforts of any other Government agency in these activities, sir. 


TOTAL STAFF 


Senator McCieLtan. How many did you say are on your staff 
to administer Public Law 550? 

Mr. McGraru. Fifty-five were approved by the Bureau of the 
Budget, and we have at present forty-three. 

Senator McCue ian. Are they all in addition to the staff you 
already had for other services performed by the office? 

Mr. McGrarn. Yes, sir. Some of the same people are involved. 
‘here have been some transfers, but this is a new budget. 

Senator McCievian. Where they were transferred, did that 
result in a corresponding reduction in appropriations for the Office 
of Education generally? 

Mr. McGraru. No, sir. We are defending this budget on the 
ground that the other activities of the Office will continue. 

Senator McC.Le.uan. In other words, where there was a transfer 
from other functions of the Office of Education, you will require 
replacement for those transfers, will you? 

Mr. McGratu. Generally that is the case; yes, sir. 

Senator McC.etian. So, a transfer simply means a new addition 
in effect to the staff of the Office? 

Mr. McGrarna. Yes, sir. 


METHOD OF ADMINISTERING PROGRAMS 


Senator McCLe.uan. Have you considered whether it is possible 
for you to administer this program by simply assigning additional 
duties to the present members of the staff of the Office of Education? 
Did you consider that? 

29998—58——12 





176 SECOND SUPPLEMENTAL APPROPRIATION BILL, 1953 


Mr. McGrath. Yes, sir. In fact, in the beginning, it takes time, 
as you know, to engage personnel, and some of the regular members 
of the staff actually participated in the launching of this program 
But | would like to answer that question in two parts, Senator Mc- 
Clellan. 

First, educators are specialists. You could not use all the members 
of the staff of the Office of Education—or, rather, you could not use 
any one particular member of the Office of Education—in all other 
assignments. You could transfer some who would have the proper 
preparation for this kind of work, but you could not transfer anybody 
you happened to think of. 

The more important point here, Senator McClellan, is what the 
Office of Education has been, is, and ought to become. Before you 
came in, sir, | pointed out that in the 4 years since I have been the 
Commissioner of Education there has been a consistent retrenchment 
of the budget of the regular on-going functions of the Office of Educa- 
tion so that actually with the increase in cost of operation we have 
made significant savings since 4 years ago. 

You will recall, I am sure, that on February 9, 1951, there was a 
drastic reorganization of the Office of Education calculated to stream- 
line it and to save money, and I actually reported to Senator Chavez 
a saving inmoney,asmallsum. I think we operated pretty efficiently. 
When you get to the question of cutting out more people and cutting 
out more jobs of the office, that I think is a decision that the Congress 
has to make. 

The question is do we want to service the broad area of education 
in the United States or not. I think we are down to a bare-bones 
minimum right now. 

Senator McC.e.uan. I think we can all agree on that. The ques- 
tion is that we want to do it as economically as feasible. That is the 
thing Congress is interested in, and in this program. 

Mr. McGratn. Yes, sir. 

Senator McCue xan. If this program as now established under 
Public Law 550 and under your administration of it will actually 
result in preventing the abuses that occurred under the previous 
GI bill, why, I think it certainly has a very strong appeal to all of us. 
Whai we are concerned with I am sure is to make certain that in pre- 
venting those abuses we do not also indulge in waste and extravagance 
that can be eliminated in the administration of the law. 

Senator Cuavez. Mr. Chairman? 

Senator Munpr (presiding). Senator Chavez. 


FURTHER QUESTION OF DUPLICATION 


Senator Cuavez. Doctor, Senator McClellan asked you whether 
your agency was doing any duplicating work, to which you answered 
“No.”’ But are there any other agencies of Government that might 
be duplicating work that should be assigned to your office? 

Mr. McGrarna. In regard to this law? 

Senator Cuavez. That is right. In other words, the Veterans’ 
Bureau, Department of Labor, or any others. They all have training 
programs, and he was wondering whether they interfere with the 
particular duties assigned to your office. 
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Mr. McGratn. I do not believe so. The only one I can think of is 
the Apprenticeship Bureau, and we are doing different things, is that 
ot right, Mr. O’Brien? 

Mr. O’Brien. Yes. 


SUBMISSION OF NEW FIGURES 


Senator Munpr. I believe Mr. MeKone answered with regard to 
the question on whether these new figures had been submitted to the 
Bureau of the Budget or not, and he said that that would come from 
Mrs. Hobby 

Mr. McGratn. Yes, sir. 

Senator Munpt. I wonder if that could not be done? 

Mr. McGrartn. This presentation and also Mrs. Hobby’s presenta- 
tion of yesterday were naturally discussed by our office with her and 
with her representatives. I feel that Mrs. Hobby will take such steps 
as she feels appropriate and desirable. 

Senator Munpt. Will you convey to her the suggestion that she 
ommunicate with the committee by letter‘ 

Mr. McGrartn. Yes, sir. 

Senator Munpr. Move on to the next item. 


PAYMENTS TO SCHOOL DISTRICTS 


Mr. McGrarn. The second budget item of $24 million is submitted 
pursuant to Public Law 874. This law authorizes payments to school 
districts under prescribed formulas to assist them in meeting the 
oper ating expenses of schools overburdened by Federal activities. 

The original appropriation of $40 million for this fiscal year will 
meet only 60 percent of the entitlements to which certain school dis- 
tricts are eligible under the law. Since the time that the budget for 
1953 was originally prepared, it has become apparent that the number 
of eligible school districts and the number of federally connected 
children will be considerably in excess of the original estimate. The 
supplemental budget estimate will meet all the entitlements under 
this law. 

That is all the general statement on that item, Mr. Chairman. 

Senator Cuavez. Are they entitlements or requests? 

Mr. McGrartu. They are entitlements. 

Senator CHavez. You investigate the requests and find that they 
are eligible? 

Mr. McGrartu. That is correct. 

Senator Munpr. Any questions? 

Senator DworsHak. Will this provide 100 percent coverage to 
schools entitled to aid, or will it bring into the program schools which 
are not receiving any aid? 

Mr. McGrartnu. This will cover the entitlement 

Senator DworsHAk. 4 will not add any additional school districts? 

Mr. McGratn. No, si 

Senator McCLe.uan. That is just for the remainder of this fiscal 

ear? 

Mr. McGrartn. Yes, sir. 

Senator McCie.ian. Your budget for 1954 will probably make 

rovisions for new applications? 


Mr. McGrata. Yes, sir. 
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Senator Munpr. The committee has received a letter from the 
American Vocational Association, Inc., which will be inserted in the 
record at this point. 


(The letter referred to follows: ) 


UnrrEp STaTEs SENATE, 
COMMITTEE ON APPROPRIATIONS, 


February 21, 1958. 
Hon. M. D. Mosuey, 


Executive Secretary, American Vocational Association, Inc., 
1010 Vermont Avenue NW., Washington 4, D. C. 
Dear M. D.: Permit me to acknowledge and thank you for your letter relativ: 
to the appropriation to implement the Teague bill. 
I shall give very careful consideration to this item of the bill. 


I shall also request that your letter be printed in the record of the hearings 
With personal regards, I am 
Sincerely, 


Ricuarp B. RusskE.u. 







AMERICAN VOCATIONAL AssocraTIon, INC., 
OFFICE OF THE EXECUTIVE SECRETARY, 
Washington, D. C., February 20, 1958. 
Hon. Ricuarp B. Russe.t, 
Senate Office Building, United States Capitoi, 
Washington, D. C. 

My Dear Senator: I will be most grateful indeed if you will arrange for this 
letter to be presented to the Senate Appropriations Committee at its hearing on the 
supplemental appropriation bill (H. R. 3053) which is seheduled for Monday 
February 23. 

From its beginning, I have been interested in and involved in the educationa! 
program for veterans. I served for some time as chairman of the approving 
agency for the State of Georgia. I was responsible for developing numerous 
programs of vocational education designed specifically to meet the needs of vet- 
erans. It fell to my lot to administer the institutional on farm training program 
for veterans in my State in which more than 35,000 veterans received training of a 
practical and valuable nature. I mention these things in order that you may know 
that I have had much experience in the education and training programs for 
veterans. 

When the Teague bill, which has become Public Law 550, was under considera- 
tion by the National Congress, I was among the many, many educators through- 
out the Nation who insisted that the United States Office of Education play an 
important part in the development of the educational program under this measure. 
I was interested in this because I knew that the professional educators in the 
United States Office of Education could help safeguard the training standards in 
the public and private schools and colleges of the Nation. In the training pro- 
gram for veterans of World War II there were far too many instances where both 
the Government and veterans were exploited because of the lack of the guiding 
hand of professional educators at the national level. 

After due consideration, the 82d Congress in Public Law 550 assigned definite 
duties and responsibilities to the United States Office of Education. It is essential 
that these duties and responsibilities be carried out if veterans and the Govern- 
ment are to be protected from exploitation by institutions and individuals that 
operate for profit. 

The House, as you know, has deleted the appropriation item of $259,000 for 
the United States Office of Education in the supplemental appropriation bill 
H. R. 3053. 

You will do the veterans of the Nation and the Federal Government a great 
favor to see that this item is restored and that the United States Office of Edu- 
cation will be permitted to play its important role in the training of veterans as 
authorized under Public Law 550. 

The vocational forces of this Nation will be grateful to you and to the Senate 
Appropriations Committee if you will see that this item is restored to the supple- 
mental appropriation bill. 

With kindest regards, 

Sincerely yours, 
M. D. Mos py, 
Executive Secretary. 
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Senator Munpr. The committee also has a letter from Charles B. 
Cox, director of the State Approval Agency of Texas, which will be 
nserted in the record at this point. 

The letter referred to follows:) 


State ApprRovAL AGENcY For VETERAN 
EpvcaTion UNpeR Purstic Law 346, 
lustin, Tex., Feb ary 18, 195 
LYNDON B. JOHNSON, 
i nited States Senate, Washington, dD. ¢ 
My DEAR SENATOR JOHNSON: We are quite concerned over the recent action 
he House Appropriations subcommittee in denying the Office of Eeucation 
ficiency appropriation with which to carry out their mission under part V, 
ion 244 (88 U.S. C. 954) of Public Law 550, 82d Congress These funds had 
en previously approved by the Bureau of the Budget. It is our understanding 
the denying of a deficiency appropriation will, in effect, eliminate the useful 
ices of the Office of Education. 
The National Association of State Approval Agencies, of which this State is a 
ember, went on record as favoring the inclusion of the Office of Education in 
iblic Law 550. ‘Its activities since the passage of the law have been most helpful 
o State approval agencies and would have been to the Veterans’ Administration 
that age ne y would accept them. The present study being undertaken by the 
Office of Ex luc ation in reviewing the pls an of operations ot State approving agencies 
nder cooperative agreements is one of the most forward steps that have been 
aken in the veterans’ training program to bring about a reasonable and efficient 
peration. 
Che Senate Appropriations subcommittee consisting of Senators Thye, Bridges, 
yung, Knowland, Dworshak, Dirksen, Russell, Chavez, Hill, Kilgore, and 
tobertson will consider this subject on Monday, February 23d. We will ap- 
yreciate your speaking in behalf of the restitution of the deficiency appropriation, 
| for the continuation of a sufficient appropriation for fiscal 1954 
ith kind personal regards, I am 
Sincerely vours, 


CHar.LEes B. Cox, Director 


Senator Munpt. We have a letter from Senator Cooper on the 
econd item, which will be inserted in the record at this point. 

The letter referred to follows:) 

UnirEpD Sratres SENATE, 
Washington, D. C., February 28, 19538. 
Senator StyLes BRIDGEs, 
Chairman, Committee on Appropriations, 
United States Senate, Washington, D. ( 


Dear SENATOR BrivGeEs: I am writing you to urge that the Committee on 
\ppropriations in its consideration of H. R. 3053, an act making supplemental 
appropriations for the fiscal year ending June 30, 1953, retain in the bill the section 
appearing on page 7 under the title “‘Federal Security Agency, Office of Education, 
payments to school districts,’ the additional appropriation of $20,500,000 for 
school districts which have been affected by defense activities. It is my under- 
standing that the Department of Education has stated that this sum is adequate 
for the needs of these districts. 

In my State of Kentucky, there are a number of districts whose services to the 
children they serve will be very seriously limited if this appropriation is not made. 
I strongly am for this appropriation and I would appreciate very much your 
presenting my views to the committee. 

With kindest regards, I am 

Sincerely, 
JOHN SHERMAN COOPER. 


CATEGORIES OF ELIGIBILITY 


Senator Dirksen. I would like to ask a question. 

Senator Munprt. Yes. 

Senator Dirksen. Are these schools entitled to 100 percent under 
this program? 
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Mr. McGrarn. | will ask Mr. Lillywhite to answer that question. 
Mr. Littywuite. The law sets forth the specific formula. 

Senator Dirksen. And that is what? 

Mr. Littywuire. Well, there are five categories of eligibility. The 
first category of eligibility is a school district that has had removed 
from its tax rolls by Federal acquisition since 1939 property equal to 
10 percent of assessed valuation. 








BASIS OF PAYMENT 
Now the amount of payment is what the school district would 
have received for that property had it remained on the tax rolls. 

Senator Dirksen. It gets the offsetting percentage? 

Mr. Lituywuirr. That is correct. The best judgment that the 
local officials can bring to bear on what it would have received from 
that property if the Federal Government had not taken it over and 
removed it from taxation. 

The second category is children who live with parents on Federal 
property, and they work on Federal property. There is no local 
tax income whatever for children who live on Chanute Field, for 
example. For each child in average daily attendance at the local 
school district the payment is the local cost, the amount normally 
provided from local sources in comparable communities in the same 
State. In other words, you take the total cost and deduct what the 
State puts in, and what is left is the local tax base that has been 
affected. 

The way it is measured is by comparison to communities in the 
same State, comparable communities. So that compensation for 
“ach of those children in average daily attendance is that which the 
community does not get because the property on which the children 
live is nontaxable. 

The third category is a variation of the one just described. It is 
where the home or the proce of residence is taxable, but the place of 
employment is nontaxable. Now generally throughout the country 
taxes on homes pay approximately 50 percent of the local cost of 
schooling, and taxes on business and industry the other 50 percent. 
So it is assumed that where either the place of employment or the 
residence is nontaxable the local community has lost about half. So 
the cost for each child in that category is one-half of the local cost. 





























PAYMENT ON A DEFICIT PER-CHILD BASIS 









Then, there is another category of sudden and substantial impact 
not connected with the nontaxable Federal property. For example, 
where there are large contracts for defense materials. There is a 
sudden influx, so large that the community cannot digest it for a 
year or two. It takes people 2 or 3 years to get homes and for taxes 
to begin to flow in. So if there is a large enough impact to meet the 
certain percentage of the school enrollment, the district is eligible 
under that section if the impact is sufficient to cause a substantial 
and continued financial burden. The payment is on what they call 
a deficit per-child basis, again based on comparable education in 
comparable communities. It is reduced each year and ends within 
3 years because it is assumed that within that time these people will 
be in a position where tax income will be available for them. 
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That latter category had impacts occurring during the old World 
War II days and not compensated for what we call our section 4 (b) 
impacts occurring from 1939 to June 30, 1950, and then this other is 
impacts occurring after that date which has been fewer because there 
are not as Many new impacts. 

There is an eligibility requirement in each one of those categories. 
There has to be a specified number of children in daily attendance, 
and that has to be a certain percentage of the total. 


PRIOR APPROPRIATION 


Senator Dirksen. Did you get a supplemental last vear? 

Mr. Littywuire. Yes, $11,576,000. 

Senator Dirksen. You overestimated? 

Mr. Littywuire. Yes, we did. The actual figures for 1952 are still 
not final because there are about 200 projects on which final determina- 
tions are to be made. It is our best estimate at this moment that the 
cost this year will be between $48 million and $48.5 million rather than 
the $51,570,000. 

Senator Dirksen. In your supplemental last year you overesti- 
mated by $3% million? 

Mr. Littywuirer. That is right. 

Senator Dirksen. You gentlemen, | am just wondering about the 
accuracy of the estimate that is before us at the present time. You 

, you missed your guess by pretty close to 30 percent. 

Mr. Littywuirr. Could I make this statement about the estimate, 
sir? 

Senator DirksEN. Sure. 


PAYMENT BASED ON ESTIMATED AVERAGE DAILY ATTENDANCE 


Mr. Littywuite. This is an extremely complicated law. Once the 
school district is determined to be eligible, you gered an advance 
payment on the estimated daily attendance for the yee Normally 
we pay as far as we can, but we have to wait until the s school year is 
over, and they know exactly what it is. All of the reports are before 
us at that time. The estimates for succeeding years have to go up, 
usually pretty near final estimate, late in September or in October 
when we appear before the Budget. We have been behind in proc- 
essing these applications every year - since we started, and we cannot 
bring them up to date. Even if we were not behind these school 
districts cannot get all their reports in to us until at least 3 or 4 months 
after the school year is over, and then we have to process them and 
determine exactly how much they come to based on final data. 

In the meantime our estimate has gone to the Bureau of the Budget. 
Two years ago I told this committee the *y could cut the supple mental 
that was up then by about $170,000. It turned out at that time 
that we were short so that we only paid 96 percent. This last year 
I told this committee late in the fiscal year that we would need an 
additional $11,750,000. It appears now that this estimate was about 
$3 million too high. This is a specific formula proposition, and you 
spend only what the formula brings to the school, and if there is 
anything left it goes back to the Treasury. 

Senator E_tenper. In the instant case you base it on actual 


determinations that you make within the law? 
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Mr. Lattywarre. That is correct. 


Senator ELuenper. That is a little different from the one that you 
overestimated before. 









asi Be Site, eval 


TOTAL APPLICATIONS 












Mr. Littywaire. I might say this, that the first vear we had 1,183 
applicants, and we thought that was pretty near all of them. We 
estimated for 1952 that there would be 1,500. We got 1,892, and we 
did not expect anything like that increase. The only way we have to 
guess what is going on this year, the current year, is what happened 
to date and what happened in the last 2 years, and the best informa- 
tion we can get on the new projects opened up by the Atomic Energ) 
and the Defense Department. 

It was our best estimate when we first set this up that there would 
be 2,300 new school districts as compared with 1,891 last vear, and the 

3 the preceding year. 

Senator Dirksen. Are we justified in concluding that this is a 
rough estimate? 
Mr. Littywaire. 



















It certainly is, sir. 











SPECIFIC CASE 





Senator Munpt. May I inquire about a specific case to see whether 
it is involved in this entitlement? There is a community which has a 
tremendous air base which has given rise to all kinds of construction 
located near an Indian reservation, and there has been a great flow of 
Indian families into this one school district which has put a great 
burden on the district. Is that fact a detriment from the standpoint 
of entitlement? 

Mr. Littywuire. Have the Indian children’s parents come to 
work at the defense plants? 

Senator Munopr. Yes. 

Mr. Lattywuitr. The problem gets very complicated. The law 
excluded Indian children living on reservations from the benefits of 
this act because they are provided for under another program, the 
Johnson-O’Mahoney program. Obviously we would not make any 
difference if a group of people came in for defense purposes and the 
school district counts the parents, sends the post cards out and counts 
the cbildren who are in daily attendance because of this defense 
matter. 

Senator Munpr. Do the parents have to be working directly for 
the Government, or can they be working for projects in the community 
as a result of the defense activity? 

Mr. Littywuirr. The law said for this sudden and substantial 
impact category an increase in Federal activities, an increase due to 
Federal activities, conducted either direct or through a contractor, 
it is not a question of nontaxable property. In other words, the 
Federal activities have caused the increase. Obviously if you had a 
population of 600, and you put in a project which would employ 5,000 
people, you would not only have the new defense workers but, also, 
people for the other services as well. They are accountable under the 
act. 


Senator Munpr. I wonder whether you know if Rapid City is 
included? 
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Mr. Littywuire, We have a project at Rapid City, and we can 
it. 
Senator Munpr. There are mostly Indian children involved. 
Mr. Lititywuire. The situation is complicated, of course. 
Senator CHavez. You might look up Gallup, N. Mex. 
Senator Munpr. You can supply the answer to those two questions 
for the record. 

Mr. Littywuire. Yes, sir. 

(The information referred to follows:) 

Rapid City Independent School District, Rapid City, 8. Dak., submitted an 
application under Public Law 874 for the 1952 fiseal year and was entitled to 
receive $71,769.12 for 148 children who lived on Federal property with a parent 
employed on Federal property and 603 children who lived with a parent employed 
on nontaxable Federal property. 

The Municipal School Board of Gallup, N. Mex., submitted an application 
inder Public Law 874 for the 1952 fiscal year and was entitled to receive $3,733 
for 259 children who lived with a parent employed on nontaxable Federal property 


CONTINUATION OF PAYMENTS AFTER PROJECT COMPLETION 


Senator McCLEe.LLaN. I would like to get an expression with respect 
to two different types of project. To give you a specific illustration, 
the Government constructs a hydroelectric power dam. Of course, 
during the period of construction they are usually constructed in an 
area where there are very small school districts, but the impact is 
terrific by reason of the number of employees there as a result of the 
construction. 

After the project is completed, however, the staffing or personnel 
who operate it 1s comparatively small. Do you continue payments 
in those areas after the projects are completed? 

Mr. Littywuitre. You continue payment only if there is enough 
children there whose parents live and work on Federal property o1 
who live in a taxable home, but their place of employment is not 
taxable because of Federal ownership. 

Senator McCLe.ian. The population of the community will in all 
probability increase, and that population, part of it, at least, will be 
permanent? 

Mr. Littywuire. You cannot count that population. 

Senator McCLe.ian. That is not included? 

Mr. Littywuite. That is not included. 

Senator McC Le.ian. Only that population that is transit during 
the period of construction? 

Mr. Littywuire. If that dam requires, say, 150 employees that 
live on the property and the children represent 3 percent of the average 
daily attendance at the local schools they would be eligible for those 
children as long as they were there, but not for the big influx that 
came in. 

Senator McCLeLitan. You mean as long as the dam is operated? 
Most of them become permanent citizens of the community. 

Mr. Litiywuire. I said, Senator, if they lived on nontaxable 
Federal property. Many of these Federal bases have been in existence 
for a considerable period of time, and they have 1,000 people living 
on nontaxable property. 
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EXPLOSIVE PLANT 





CITED AS EXAMPLE 








Senator McC.etuian. I want to take another facility. Let us take 
a plant that produces weapons of some kind, some kind of explosives. 
It is a permanent installation; it is built as a permanent installation, 
Of course, during the building you have the transient population that 
comes in, and it makes a terrific impact on the comm nity. I under- 
stand how that operates up to the point of completior. of the 
construction. 

Then it is staffed by permanent employees, many of thern live in 
the community, they become taxpayers and they own homes and 
work there. 

Mr. Liattywarre. That community would be eligible only for the 3 
years for the te mporary impact. 

Senator McCLEe.Luan. Only for the 3 years? 

Mr. Littywuire. That is correct. 

Senator McC.Letian. While many of them may own homes, a 
large percentage of them may live on public property and help operate 
the plant. 

Mr. Littywuire. If it is nontaxable because of Federal owner- 
ship, the *\ would continue to be eligible. 

Senator McCievtan. They could continue eligible to the extent 
that those living on Federal nontaxable property, the ratio of those 
people to the total population? 

Mr. Latiywarre. That is right. 

Senator McCLe.uan. So the formula works so as to simply impose 
on the Federal Government a burden comparable to that which the 
particular project either during construction or during its operation 
mgoe s on the community as a nontaxable or noncontributing factor 
to the community as far as the support of the schools is concerned? 








BASIS OF PAYMENT FORMULA 


Mr. Littywuirte. bbe atisright. It attempts to measure the finan- 
cial burden imposed | »\ Federal activities and to compensate only to 
that extent. 

Senator McC.Letian. So you watch that closely, and although a 
school may become eligible and you make contributions to it, you 
constantly revise the amount of contribution based upon these chang- 
ing situations? 

Mr. Littywaire That is right. You count the children each year. 
You have to get the average daily attendance each vear. You do 
the whole job over each vear. 

Senator McCLetian. You keep it current? 

Mr. Littywurre. Yes, si 

Senator MaGnuson. You aakendiihad that blueprint, the first case, 
in Grand Coulee, was it not? Was that not the blueprint? In other 
words, where you counted the children every year? 

Mr. Littywurre. But we still count them every year because the 
number changes. 

Senator MaGnuson. Yes. 

Senator Munpt, Any questions over here? 

Senator DworsHak. Yes. 

Senator Munpr. Senator Dworshak 
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NEW SCHOOL DISTRICTS 


Senator DworsHak. A few minutes ago I asked you a question 
to ascertain whether you were bringing in any new school districts 
under the program for fiscal 1953, and you said ‘‘No.”’ I notice in 
your statement that you say: 


Another inerease of 500 districts is now expected in 1953 for a total of 2,300 
livible applicant districts in 1953 


Does that mean 500 school districts participating in this program 
in this fiscal year which were not included in 1952? 

Mr. Littywuire. Senator, I do not think I answered the question. 
| think the answer to the question was that the appropriation of 
this money or lack of appropriation of money will not bring in any 
new school districts. 

Senator DworsHak. That is not the answer. Are there 500 
more districts included in 1953 than there were in 1952? 

Mr. Lrttywuite. We expect there will be. 

Senator DworsHak. Then there will be an increase to that extent? 

Mr. Littywuire. Yes. 

Senator Munpr. Any questions on this item? 

(The following statement was supplied:) 


STATEMENT BY B. ALDEN LILLYWHITE, AssocIATE DirREcTOR, FEDERALLY 
AFFECTED AREAS 


Public Law 874 authorizes payments to local educational agencies for the educa- 
tion of children of parents living on or working on Federal property, or both. 
The payments are based on formulas set down in the law which prescribe the rate 
per child that the Federal Government shall pay to compensate for the local prop- 
erty tax loss to the district occasioned by Federal ownership of real estate and 
the increase in its school population occasioned by Federal activity. The law 
also provides in section 6 for Federal operation of schools on Federal bases where 
no local education agency can accept such responsibility. In that case the Federal 
Government bears the full cost of operation. 

The Congress appropriated $40,000,000 for the fiscal year 1953 for payments to 
school districts under Public Law 874, as requested in the regular estimates for 
that year. The estimated cost of such payments in fiscal year 1953 has now been 
revised to total $64,000,000. The original request of $40,000,000 for 1953 was 
submitted to the Congress before the full costs of the program were known for 
1952 and, therefore, prior to the time that a firm estimate of the increase in school 
children and eligible districts in 1953 was possible. The Congress appropriated 
$51,570,000 for fiscal year 1952, which included a supplemental appropriation of 
$11,570,000, in order to meet the full amount of entitlements to eligible school 
districts in 1952. The number of eligible districts increased by 600 in 1952. 
Another increase of 500 districts is now expected in 1953 for a total of 2,300 eligible 
applicant districts in 1953. The number of federally connected children is grow- 
ing even more rapidly than the number of eligible districts because of continued 
movement of workers to defense areas in 1952 and 1953, and the costs of education 
per child are increasing about 10 percent in these impacted areas. 

Many school districts which are dependent on these funds for a substantial 
part of their school expenses have contracted with teachers and planned their 
school programs and budgets based on the expectation of receiving the Federal 
payments under Public Law 874. If these school districts do not receive their 
full payments, they will be forced to take such steps as firing and furloughing 
teachers, shortening school terms, borrowing funds against next vear’s budget, 
and other undesirable moves to avoid overexpenditure of funds. 

Funds presently available for the current fiscal year will provide only 60 percent 
of full entitlements of the local educational agencies. Section 6 schools are not 
subject to proration of funds under the law since all costs are borne by the Federal 
Government. There is before you a justification for a supplemental appropriation 
of $24 million which is requested to pay the full amount of the entitlements in 1953. 
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Senator Munopr. | have a statement and accompanying letters of 


Congressman Olin E. Teague, of Texas, which will be placed in the 
record at this point. 
(The material referred to is as follows:) 


STATEMENT By CONGRESSMAN OLIN E. TEAGUE ON OFFICE oF EDUCATION 
APPROPRIATION IN CONNECTION WitH Pus.iic Law 550, 82p CONGRESS 





Mr. Chairman and members of the committee, I appreciate the privilege of 
appearing before your committee to discuss one of the items in the second supple- 
mental appropriation bill, 1953. I am particularly concerned with an item of 
$289,000 deleted from the reuqest of the Office of Education by the House 
Appropriations Committee 

Che 82d Congress passed Public Law 550 during the last few days of the session, 
and the law was approved on July 16, 1952. Publie Law 550 extended education, 
training, and certain other benefits to Korean veterans similar to those granted 
to veterans of World War Il. Public Law 550 was written after 2 years of investi- 
gation by a select committee of the House and was designed to grant similar 
benefits to Korean veterans and at the same time safeguard this new group of 
veterans from the exploitation which oecurred during the World War II program 
I do not think that I need to go into the details of waste, abuse, graft, and out- 
right crime which plagued the World War IT program. I know that you have all 
heard of cases of sified records, bribery, book and tool rackets, and the antics 
of schools which came into existence to take advantage of the veterans’ training 





program. I will not attempt to analyze the many coftfitstrting causes to this 
deplorable condition except to say that they were manv. The law passed by the 
Congress in 1945 was weak and indefinite. The Veterans’ Administration was 


ot equipped to handle the terrific impact that occurred in 1947, and some States 
did a very poor job in approving schools and controlling racket schools. 

The World War II veterans’ education and training program has been a $15- 
billion venture; and, without a doubt, hundreds of millions of dollars were wasted 
When we wrote Public Law 550 last year, it was perfectly clear that the Korean 
veterans’ education and training program would eventually cost three quarters of 
a billion dollars per year, with a total cost reaching $7 billion and perhaps more 
during the next 10 years. With these amounts of money involved, it was apparent 


that we should profit from the mistakes of the past and plug some of the loopholes 


that have permitted such great waste. 

We made a number of major revisions in the law specifically aimed at the ex- 
cesses that developed during the World War II program. It was in an effort to 
improve and strengthen the State approval processes and preclude approval of 
racket schools that we brought the Office of Education into the administration of 
Public Law 550. The major responsibility for administration of the act was left 
with the Veterans’ Administration. The VA was still required to determine eligi- 
bility of the veteran, pay the veteran, and keep a record of his progress in his 
course Of training. However, to eliminate a glaring weakness that developed in 
the World War II program, we specifically directed the Veterans’ Administration 
to utilize the Office of Education in 

1. Developing cooperative agreements between VA and State educational 
agencies for approval of schools 





2. In reviewing the plan of operation of the State agencies under these agree- 
ments; and ; 

3. In rendering technical assistance to the States in developing approval policies 
and standards 

Che law also directed the Office of Education to publish a list of nationally 
recognized accre liting agencies which could be used by the States as reliable 
authority in approving schools 

The Congress specifically directed the VA to utilize the Office of Education in 
connection with the State approval programs, since this activity dealt with educa- 
tional determinations in the field of special competence of the Office of Education, 
and over the years the Office of Education has made an outstanding record in 
working with State departments of education and in administering the Smith- 
Hughes and George-Barden Acts. The Office of Education was given this respon- 
sibility on the recommendation of eminent educators and educational councils. 
Mr. Chairman, the whole matter can be summarized simply this way. The Fed- 
eral Government is spending billions of dollars based on the approval of State 


educational agencies The decisions of the States are technical educational deter- 
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ninations involving the educational systems of the States. There is a necessity 
for a close relationship between the Federal and State levels of government in this 
program, and you might say a necessity for supervision to the extent that the 
terms of the law are complied vith, but certainly in this sensitive area of Federal- 
State ee in education ta job should be handled by the educational agency 
of the Federal Government—'‘iue Office of Education 

Since the Office of Education was given this new responsibility after the 1953 
appropriations had been made, they have been operating on a deficiency author- 
zation from the Bureau of the Budget, and the “y are now seeking funds in the 
supplemental appropriation bill under consideration by this committee. I regret 
to say that their request did not receive proper consideration in the House, and, 
in my opinion, the House Appropriations Committee action was based on an 
erroneous assumption. The report of the committee, Report No. 46, which 
vccompanied H. R. 3053 to the floor of the House, reeommended deletion of the 
ntire amount recommended by the Bureau of Budget, $289,000, and offered as 
heir reason the following statement—and I quote from the House committee 
report: 

‘The committee has disallowed the entire amount of $289,000 which was 
requested for the purpose of carrying out the Office of Education’s responsibility 
inder the Veterans’ Readjustment Assistance Act of 1952. * * * If the act 
provided that the Office of Education perform these functions, the request for 
funds would not be quite so amazing. But the act does not so provide, nor does 
either the House or Senate committee’s report on the bill indicate that it was their 
ntention that this function be performed by the Office of Education.” 

I cannot see how there can be any question whatsoever as to the obligation and 
responsibility placed on the Office of Education by Public Law 550. Section 
244 (a) states: 

‘The Administrator shall utilize the services of the Office of Education in 
leveloping cooperative agreements between the Administrator and State and local 
agencies relating to approval of courses of education or training as provided for in 
section 245, in reviewing the plan of operations of State approving agencies under 
such agreements, and in rendering technical assistance to such State and local 
agencies in developing and improving policies and standards, and legislation in 
connection with their duties under this title.” 

House Report 1943 on Public Law 550 contains the following clarification and 
explanatior of the section 244 (a) which I have just quoted: 

‘Subsection 244 (a) * * * specifically directs the utilization of the services of 
the Office of Education in administering appropriate parts of this program. * * 
We believe, however, that the Administrator should utilize the Office of Education 
as his principal in his relationship with State-approving agencies.” 

Senate Report No. 1824 contains the following clarification on this same subject 

“Nevertheless, the committee directed that language be placed in the report 
to express strongly the intent of the committee that the Administrator to the 
fullest extent possible the services of the Office of Education, in all matters relat 
ing to approval of courses of education, cooperative agreements between the 
Administrator and State and local agencies and in rendering technical assistancs 
to the State and local agencies in the development of educational policy, standards 
and practices.” 

Pursuant to the provisions of law the Veterans’ Administration and the Federal 
Security Agency developed an agreement outlining the services which the Office 
of Education will perform in connection with the Korean veterans’ education 
program. After signing the agreement with VA the Office of Education set 
about to live up to their agreement with VA and the requirements of the law 
I sought legal advice on this que fo from the General Counsel of the Federal 
Security Agency, the Comptroller General, and the Bureau of the Budget. The 
Administrator of the Federal Security Agency made the following comment: 

“In view of the legislative history of the statutory provisions in question, this 
office has had no doubt that Congress intended the Office of Education to perform 
the function called for in the agreement. This has been the view, not only of 
the Office of Education and of our General Counsel’s Office, but presumably of 
the Veterans’ Administration which also signed the agreement.” 

Mr. Chairman, with your permission I would like to submit a copy of Mrs 
Hobby’s letter for the record. I might add, Mr. Chairman, that the Bureau of 
the Budget has advised me that they concur in the opinions set forth in Mrs 
Hobby’s letter. 

The Comptroller General has rendered the following opinion on the questior 
of whether the operation of the Office of Education is contemplated by law: 
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“The above excerpts from the legislative history of Public Law 550 indicate 
clearly an awareness on the part of the Congress of the need to strengthen the 
educational program at the State approval agency level in order to protect the 
Government and the veteran from abuses found prevalent in the existing edu- 
cational program. It was for this very reason that express provision was made 
for more serious consideration of the standards and criteria used by the State 
approving agencies, and for the utilization of the facilities of the Office of Edu- 
cation in reviewing the plans of operations of State approving agencies, and in 
rendering technical assistance to such State and local agencies in developing and 
improving policies and standards. In light of such history and in view of the 
express language of the statute, it is my view that the activity and expe *nditures 
by the Office of E a performed by virtue of agreement with the Veterans’ 
Administration are clearly within the purview and intent of the provisions of 
Public Law 550.” 

With your permission, Mr. Chairman, I would like to insert the opinion of the 
Comptroller General in the record. 

Mr. Chairman, one can only conclude after studying these opinions and the 
legislative history of the act that there can be no question as to the legality of 
the activity of the Office of Education in connection with Public Law 550. I 
sincerely believe as I did at the time this legislation was written that we must 
protect the interests of the public and the veteran in the expenditure of the 
billions of dollars required to support the veterans’ educational program by 
extending adequate supervision and control over questionable schools and shoddy 
educational practice. I hope that this committee will restore the budget request 
of the Office of Education in the amount of $289,000 in order that we may safe- 
guard the operation of this great educational undertaking. 





FEDERAL Security AGENCY, 
Washington, February 18, 1953 
Hon. Ourn E. TEAGveE, 
House of Representatives Washington 25, I 


Dear CONGRESSMAN TeaGue: You have asked us for a statement of the 
views of the Federal Security Agency regarding the scope of the function of the 
Office of Education, pursuant to section 244 (a) of the Veterans’ Readjustment 
Assistance Act of 1952, “in reviewing the plan of operations of State approving 





agencies’’ under cooperative agreements relating to the approval of courses of 
education or training. The report of the Committee on Appropriations of the 
House of Representatives on the second supplemental appropriation bill, 1953, 
juestioned the authority of the Office of Education to perform some of the 
activities covered by an agreement between it and the Veterans’ Administration. 

In view of the legislative history of the statutory provision in question, this 
office has had no doi at Congress intended the Office of Education to perform 
the functions called for in the agreement. This has been the view, not only of 
the Office of Education and of our General Counsel’s Office, but presumably of 
the Veterans’ Administration which also signed the agreement 

Under section 244 (a) of the act, as vou know, the Administrator of Veterans’ 
Affairs is directed to utilize the services of the Office of Education in carrying 


gut certain functions. In reporting the bill which later became Public Law 550 
House Committee on Veterans’ Affairs made the following statement: 
Subsection 244 (a) contemplates the use of the facilities and services of other 

Federal agencies and specifically directs the utilization of the services of the O flice 

Education in administering appropriate parts of this program. ‘The subsection 
provides that the Administrator shall utilize the service of the Office (1) in de- 
veloping cooperative agreements between the Administrator and State and local 
agencies relating to the approval of courses of education or training; (2) in review- 

the plan of operations of State approving agencies under such arrangements; and 

3) in rendering technical assistance to State and local agencies in developing and 

improving policies, standards, and legislation. It is believed that the Office of 

Education can render a significant educational service especially in assisting the 

Administrator in developing a comprehensive policy concerning the development 

of cooperative agreements with State approving agencies, in making an educational 

review of their operations, and in rendering educational advisory services to State 
and local agencies which will assist them in improving their programs. It is to 

be emphasized that the contemplated function of the Office of Education is of a 

professional character only and it is not the intent of this subsection to give any 
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veto to the Office of Education or to interfere fundamentally with the adminis- 
trative authority vested in the Administrator of Veterans’ Affairs. We believe, 
however, that the Administrator should utilize the Office of Education as his 
principal professional adviser in his relationships with State approving agencies 
and where these relationships exist, with educational institutions ‘Lhe concept 
which the committee is seeking to establish here is a comprehensive one and is an 
effort to make full utilization of the educational services of the Federal Govern- 
ment in such a way as to promote better administration of this act by the Federal 
Government and better standards and procedures in the various States.’’ [Italics 
supplied. ] 

There is some suggestion in the report of the Appropriations Subcommittee 
that the review of operations provided for in the agreement is inconsistent with 
section 263 of the act, which prohibits any Federal department from exercising 
‘any supervision or control whatsoever of any State approving agency.’’ The 
review made by the Office of Education, however, is an objective appraisal of 
the State approving agency’s compliance with the standards laid down bt Con- 
gress in the statute, and does not involve any element of supervision or control. 
The Office of Education, moreover, applies no sanction as a result of such reviews, 
but apart from advising and assisting the States in maintaining the quality of 
the veterans’ training programs, merely reports results to the Administrator of 
Veterans’ Affairs We see no violation of the prohibition against supervision or 
control in this activity 

The above is our interpretation of what the Congress intends the Office of 
Education to do, and what the Office of Education has done. If this was not 
the intention of the Congress, we would like to be advised If there is any 
further information we can supply, please do not hesitate to call upon us 

Sincerely yours, ; 
Oveta CuLp Hospsy, Administrator. 


CoMPTROLLER GENERAL OF THE UNITED STATES, 
Washington. 
Hon. Ourn E. TEAGUE, 
House of Representatives. 

My Dear Mr. Teacue: I have your letter of February 17, 1953, transmitting a 
copy of Report 46 of the House Committee on Appropriations which accompanied 
H. R. 3053 providing for supplemental and deficiency appropriations for the 
fiscal year 1953. You state that the excerpts quoted in your letter from page 14 
of the report relating to appropriations for the Office of Education and the general 
tenor of the committee report raises a question as to the legality of the activity 
and expenditure by the Office of Education under the provisions of the Veterans’ 
Readjustment Assistance Act of 1952, Public Law 550, 82d Congress, 66 Statutes 
663. In view thereof, you request to be advised whether the questioned activity 
and expenditure are in accord with the provisions of the statute. 

The committee states in its report that the entire amount of $289,000 requested 
by the Federal Security Agency for the purpose of carrying out the Office of 
Education’s responsibilities under the 1952 act has been disallowed. The justi- 
fications for the funds requested, as set out in the committee report, are as follows: 
“Tt is the function of the Office of Education to make a complete and detailed 
review of the operations of each of these State approving agencies.’’ The com- 
mittee report adopts the position that, except for the publication of a list of accredit- 
ing agencies and certain work described as strictly of an advisory nature, the act 
does not provide, and the House and Senate committee reports on the bill do not 
indicate that it was the intention of Congress, that this function be performed by 
the Office of Education. 

Title II of the 1952 act provides for a program of vocational and educational 
assistance to veterans to be administered by the Administrator of Veterans’ 
Affairs. Section 244 of the act provides as follows: 


“Usp or Orrick oF EpucaTion AND OTHER FEDERAL AGENCIES 


“Spe, 244 (38 U.S. C. 954). (a) In carrying out his functions under this title, 
the Administrator may utilize the facilities and services of any other Federal 
department or agency. The Administrator shall utilize the services of the Office 
of Education in developing cooperative agreements between the Administrator 
and State and local agencies relating to the approval of courses of education or 
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assistance to the State and local agencies in the development of educational policy 
standards and practices.” 

As you will recall, this provision was restored to the bill in conference. See 
House Report 2481. 

The hearings before the subcommittee of the Committee on Appropriations, 
House of Representatives, 83d Congress, on the second supplemental appropria- 
tion bill, 1953, at pages 254-280 disclose that upon enactment of Public Law 550 
the Commissioner of Education entered into an agreement with the Administrator 
of Veterans’ Affairs delineating the services to be performed by the Office of 
Education under the provisions of section 244 of Public Law 550. This agreement 
provides under article III thereof that the Commissioner through his designated 
staff of officials will annually review the actual operation of each State approving 
agenev which has entered into an agreement with the Administrator relating to the 
approval of courses of education or training under the act. Also, the agreement 
specifically provides for such special and followup reviews “ss may from time to 
time be requested by the Administrator 

The above excerpts from the legislative history of Public Law 550 indicate 
clearly an awareness on the part of the Congress of the need to strengthen the 
educational program at the State-approval level in order to protect the Govern- 
ment and the veterans from abuses found prevailent in the existing educational 
program. It was for this very reason that express provision was made for more 
serious consideration of the standards and criteria used by the State-approving 
agencies, and for the utilization of the facilities of the Office of Education in re- 
viewing the plans of operations of State-approving agencies and in rendering 
technical assistance to such state arid local agencies in developing and improving 
policies and standards. In the light of such history and in view of the express 
language of the statute, it is my view that the activity and expenditures by the 
Office of Education performed by virtue of agreement with the Veterans’ Admin- 
istration are clearly within the purview and intent of the provisions of Public 
Law 559 

Sinecrely yours, 
FRANK L. YaArEs, 
Ieting Con ptrolle * Gene ral of the l nited States. 


REQUEST FOR LANGUAGE CHANGE 


Mr. McGrarn. The third budget item before you is a request to 
change the language in our appropriation act for fiscal 1953 to author- 
ize $2 million in place of $750,000 for technical services rendered the 
the school-construction program by the Housing and Home Finance 
Agency. 

Mr. Chairman, the Housing and Home Finance Agency representa- 
tive will justify this part of the budget. 


HOUSING AND HOME FINANCE AGENCY 
DIVISION OF COMMUNITY FACILITIES AND SPECIAL OPERATIONS 


STATEMENTS OF PERE F. SEWARD, COMMISSIONER, DIVISION OF 
COMMUNITY FACILITIES AND SPECIAL OPERATIONS; CHARLES 
A. KLESIUS, CHIEF, SCHOOL CONSTRUCTION SECTION; JOHN M. 
FRANTZ, DIRECTOR, BUDGET AND ORGANIZATION STAFF; AND 
EDWARD G. MANNING, BUDGET EXAMINER. 


PREPARED STATEMENT 


Senator Munpt (presiding). Mr. Seward, you may proceed. 

Mr. Sewarp. Mr. Chairman, with your permission, sir, I have a 
prepared statement which has been submitted to the committee, and 
I would like to ask that it be inserted in the record. 


29998—53 13 








192 SECOND SUPPLEMENTAL APPROPRIATION BILL, 1953 


s( 


Senator Munpt. It will be inserted. 


The statement referred to follows: ) 


rATEMENT OF PERE | SEWARD, COMMISSIONER, DIVISION OF COMMUNITY 


ACILITIES AND SPECIAL OPERATIONS, HousiInc AND Home FINANCE AGENCY 


his item is for an increase in the existing limitation in the appropriation for 


ol construction to cover additional expenses of the Housing and Home Finance 


Agency in providing architectural, engineering, legal, and financial analysis serv- 


to the Office of Education. It does not require an additional appropriation 


as been submitted as a supplemental item because of the fact 
when the Congress appropriated an additional $135 million for the program 
3 it established a $750,000 limitation on funds available for technical serv- 

Subsequently, t program appropriation was.raised to $195 million, but 
ut any change in the limitatio Lhus, while the workload was raised by 


f 


was made for technical services above the original 





Agency has gotten by so far under the original 





tation only because the impact of the workload stemming from the additional 
rization has not yet been fully felt However, construction starts, which 
bered 483 in the second quarter of fiscal vear 1953, are estimated at 675 for 
iarter, and 897 in the next quarter ‘they will then increase to a peak aver- 


over 1,220 per quarter in fiscal vear 1954 


We have reduced the procedural requirements in connection with the provision 


echnical services for this program to a minimum, but we still need to spend an 
al $144,009 this year, out of program funds already appropriated, to pro- 


the bare minimum of supervision needed to protect the Federal investment in 
projects 

his supplemental budget message, the President submitted one estimate for 
tal funds needed to complete the program now authorized by Congress 


estimate, therefore, projected our requirements through fiscal years 1954 and 


55 he House committee clearly indicated in its report on the supplemental 
that it would prefer to dea v with supplemental funds actually required in 
vear 1953 If this committee feels the same way, it should understand that 

it this time primarily concerned with the immediate problem of fulfilling 


responsibility to the Office of Education during the remainder of fiscal year 


53, and that postponement of action on funds for fiscal years 1954 and 1955 


ot be detrimental to the program I say this to make clear that our only 
or appearing before the committee at this particular time is that we need 


PROGRAM 


I order to conserve the time of the committee, | 
k that I can verv briefly highlight the problem that exists. 
er Public Law 815 we carry on a program of engineering, legal 
financial s ipervision Ove! the school projects that are constructed 
his program. That is by agreement with the Office of Edu- 
on and im accordance with the act of the legislative history. This, 


tlemen, is a very large program. There has been appropriated 
41 mullion toward its accomplishment and according to our present 


ales the school] dis 


ricts will put in an additional $110 million 
own money, bringing the program up to a total of $450 


s distributed, gentlemen, geographically all over the United 
es and in Alaska and Puerto Rico. We are carrying on the 
of the work from an allocation of funds made to us by 


the Office of Education in accordance with the law. 
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BUDGET BUREAU RECOMMENDATION 


When the Bureau of the Budget considered this matter last fall, 
they recommended to the Congress a change in language which was 
an increase in the limitation. No new funds are required to be ap- 
propriated to carry this program through to completion. The 
Bureau of the Budget took the attitude that here was a program 
which from the standpoint of construction was funded entirely, and 
that it should be funded from the standpoint of supervision through 
to its conclusion. That was the basis of the request to the committee, 


INGREASE IN LIMITATION REQUESTED 


The item that we are specifically concerned with at the moment is 
the increase in the existing limitation to make available an additional 
$144,000 for the current fiscal year. The necessity for that can be 
directly attributed to the fact that in the closing days of the last 
Congress—in fact the day before adjournment—there was an addi- 
tional $60 million in construction money made available for this 
program 

There was no additional money made available for the supervision 
of that construction. The $60 million addition has simply hiked our 
workload to the point where to carry it through in the current year 
we need an additional $144,000. 

Mr. Chairman, that is a brief summary of the problem 

Senator Munpr. Any questions? 

Senator CHAavez. Why can this program not be carried on by the 
Office of Education? 


CONSTRUCTION ORGANIZATION 


Mr. Sewarp. Senator, that can be answered in this way, sir 
We in Housing and Home Finance Agency are basically a construction 
organization. The Office of Education does not have that type of 
people in its setup. That was considered when the legislation was 
enacted, and the Commissioner of Education was authorized to 
delegate those functions 

Senator Cuavez. You probably have heard Senator McClellan 
question Dr. McGrath as to duplication? 

Mr. Sewarp. Yes, si 

DUPLICATION 


Senator CHavez. Can you give the committee a brief statement 
wherein you can show that you are not duplicating work that is 
being done by somebody else? 

Mr. Sewarp. To begin with, Senator, | can tell you emphatically 
that there is no duplication. In this operation, when the Office of 
Education determines under Public Law 815 and the several formulas 
therein as to the amount of money that a school district is entitled to 
for construction purposes, the school district pre pares an applic ation 
for one or more specific projects based on the provision of minimum 
school facilities. 

That application is submitted to us. We review it from the stand- 
point of the requirements and recommend to the Commissioner of 
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Education that certain action be taken on it, either that it be approved 
or disapprove “dl. 

Senator Cuavez. But the money to carry out the program goes to 
the Office of Education? 

Mr. Sewarp. That is right, sir. 

Senator Cuavez. They in turn, after you go through the processes 
necessary and acce pt the idea of construction, then they turn over the 
money to you? 

Mr. Sewarp. Well, they do not turn the money over to us, sir, 

Senator Cuavez. How does this work out in practice? 


FUNCTION 


Mr. Sewarp. They turn over the authority to us. We in turn 
handle the supervision of construction and certify to the Commissioner 
of Education that the school district is entitled to this many dollars 
at this stage of construction. However, a number of these jobs—I 
think about 100 at the moment—are located on Federal reservations 
where there is no school district. 

In those cases, Senator Chavez, it falls on us to negotiate the con- 
tract with the architect, to handle the advertising for bids, the award 
of the contract, and direct payments for the contract. In those cases, 
sir, the construction money is actually transferred to us. 

Mr. Littywuitre. May I say that the law requires the Office of 
Education to delegate functions to any other agency when not to do so 
would duplicate the duties of that agency. 

Senator McC.Leiuian. Mr. Seward, your office serves a function to 
the Office of Education that the Corps of Engineers does to the 
military? 

Mr. Sewarp. That is right. 

Senator McCLe.tuan. When the Office of Education determines that 
a school district is eligible for funds, then it delegates to you the 
authority to pass upon, in a consulting way, the plans and also the 
supervision of the construction? 

Mr. Sewarp. That is right, Senator. 

Senator McCuietian. And the expenditure of the funds? 

Mr. Sewarp. That is right. 

Senator McCLe.ian. Because your agency is especially equipped 
to perform that function, whereas the Office of Education as such is 
not adequately and properly staffed to perform that service? 

Mr. Sewarp. That is right 

Senator McC Le ian. That is the way it operates? 

Mr. Sewarp. Exactly, sir. 

Senator Smirx. Mr. Chairman? 

Senator Munpr. Senator Smith. 


AMOUNT REQUESTED 


Senator Smita. Mr. Seward, how much are you actually asking for 
in this supplemental bill? 

Mr. Sewarp. The supplemental as submitted requested an increase 
of the $750,000 limitation to $2 million. That will, Senator Smith, 
fund the program straight through to the end. As I say, the critical 
thing at the moment is the $144,000 that we need for the remainder 
of the fiscal year 
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Senator Samir. Is that not the figure that you should be asking 
for and then the other in the regular bill? 

Mr. Franrz. As I understand it, Senator Smith, the reason the 
Bureau of the Budget elected to submit this in a single item was 
that they feared that otherwise there might be an amount for this 
year and an amount for next year for the completion of the same 
program before the committee—perhaps before different subeom- 
mittees at the same time—which might be unduly confusing. 

It was their suggestion that the Congress might prefer to authorize 
an amount to clean up the program which has already been appro- 
priated for, and we had no objection to that procedure if they elected 
to follow it. However, if the committee prefers to have us limit it 
to the 1953 amount, we will do that. 

Senator Smitu. Mr. Chairman, I think there is a great need for the 
school program and that the deficiencies should be taken care of. 
It seems to me that we ought to get to an orderly way of taking care 
of those. 

BASIS OF REQUEST 


Senator Munpt. How can you forecast what you will need in 1954 
if new school districts are constantly coming in? 

Mr. Sewarp. Senator Mundt, our requests are based on the funds 
that have been approved to carry out Public Law 815. Whether 
there will be additional appropriations, we have no way of knowing. 

Senator Cuavez. You make the statement here that your request 
is based upon the fact that Congress appropriated $135 million and 
put a limitation of $750,000? 

Mr. Sewarp. That is right, sir. 

Senator CHavez. You had an increase of $60 million? 

Mr. Sewarp. That is right. 

Senator CHavez. You are asking for $2 million instead of the 
$175,000? 

Mr. Sewarp. That was the way the Bureau of the Budget chose 
to handie it. 

Senator Munpt. The $144,000 would bail you out of the present 
deficiency? 

Mr. Sewarp. That is right. 

Senator Cuavez. Did you have enough out of the $175,000 to 
supervise the program before the additional $60 million was appro- 
priated ? 

Mr. Sewarp. I think we could have gotten by with that; ves, sir. 

Senator ELLENDER. You want in total, $1,250,000? 

Mr. Sewarp. The $750,000 that was authorized was authorized for 
the current fiscal year. 

Senator ELLENDER. Why do you bring in the $2 million? Suppos- 
ing we gave vou the $2 million; would it be to supervise the expendi- 
ture of $195 million? 

Mr. Sewarp. It would be to supervise the construction program 
of $341 million, which the Congress has appropriated. 

Senator ELLENDER. | see. 

Senator MaGnuson. You are asking for the limitation to be raised 
so that you can spend the money already appropriated? 

Mr. Sewarp. Yes, sir. 
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Senator ELLenperR. As Senator Smith stated, why could you not 
limit your request to the amount of expenditure you will make this 
vear? 

Mr. Sewarp. We have indicated our willingness to do that. 

Mr. Franvz. | might say that in view of the attitude expressed by 
the House, we would rather prefer to see that done, because we have 
no desire to be in the position of opposing the House view. 

Senator McCieLuan. What you are actually doing is to ask for 
$144,000 to handle the $341 million? 

Mr. Sewarp. That is right. 

Senator McCLenian. You presented the picture as to what may 
be needed for the entire program? 

Mr. Sewarp. Yes. 

Senator Dirksen. These funds would come out of that $60 million 
that was allowed last year? 

Mr. Sewarp. That $60 million, Senator Dirksen, was not a supple- 
mental, it was simply an increase in appropriated funds. I assume 
that it would come out of that; ves. 


NEED FOR ADMINISTRATIVE PERSONNEL 


Senator Dirksen. I am curious about this: [f you are going out to 
help school districts better design a school, more windows in it, get 
the proper site, and properly select the site, and you tell them whether 
it is bad or good, they will go ahead and build it anvway because that 
is the only site they have. However, why do you need these adminis- 
trative people here? 

Mr. Sewarp. In response to that, Senator Dirksen, there are, of 
ceourse, admimistr% ative pe ople necessary in the bookkee ‘ping operations, 
if you choose to call it that, in connection with our maintenance of 
accounts, travel and so forth and so on, in connection with our services, 
personnel program, and items of that nature, sir—clerks and clerical 
assistants of various kinds 

Senator Dirksen. Do you not have a budget for personnel set up in 
Housing and Home Finance? 

Mr. Sewarp. Yes, sir 

Senator Dirksen. Can you not have it do for this? 

Mr. Sewarp. No, sir. I beg your pardon. The money that comes 
to us from this program is in turn deducted from our regular operating 
expenses. In other words, we are not doubling up on this thing at all, 
sir 

MAN-YEAR REQUIREMENTS 


Senator Dirksen. I am curious about the 136 man-years here. 
Is that not what you are asking for? 

Mr. Sewarp. 136 man-years is our estimate of requirements for 
fiscal 1954, sil 

Senator Dirksen. That is right. You want 114 of those in the 
field, and you want 22 in the central office administrative set-up. 
You furnished a table to that effect. 

Mr. Franrz. May I expand generally on that point, Senator? Our 
budget is made up and our accounts kept so that every tub stands on 
itsown bottom. We distribute the expenses of all funds of the Office 
of the Administrator to all programs, of which there are about 10. 
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Each one carries its own proportion of the operating costs—not solely 
the professional or specialized personnel. In turn our budget is made 
up that way. So that if there were not sorae portion of the funds in 
the school program for general administrative service operations and 
even for overhead, there simply would not be sufficient funds to cover 
the entire expenses of the office—because they are not otherwise 
appropriated for. 
ACCOUNTING SYSTEM 


Now as far as the accounting side is concerned, Senator Dirksen, 
we recognize three types of cost: No. 1, direct costs of people who 
work on 1 program and 1 program only; No. 2, indirect costs of 
people who work on 2 or more identifiable programs—such as an 
engineer who may spend part of his time on the school construction 
activity and part of his time on our college loan program; third, 
we recognize meres costs of certain service people, such as mes- 
sengers and so forth, who do not work on a specific program but 
service the shade organization. 

The first group is charged directly to the program it serves. In 
connection with the second group, we secure a written allocation 
of the time of those people, approved by them and approved by 
the responsible supervisor, which in turn goes into the books. The 
third group are distributed in our books on a nose-count basis. 
This system of distributing costs was developed in consultation 
with the Budget Bureau and the General Accounting Office. It 
is subject first to internal audit by our own audit bre inch and second 
by the General Accounting Office—which in our case does not make 
a voucher audit, but rather a full commercial type audit with a 
written report which goes to the Congress. 

I believe that the whole operation is conducted in a goldfish bowl 
as nearly as it can be. 

Senator Dirksen. I am not concerned with whether it is con- 
ducted in a goldfish bowl. I am concerned with whether you need 
it. Mr. Seward said there were 100 projects? 

Mr. Sewarp. Yes. 

Senator DirksEN. What percentage of that overall work does that 
represent, 10 percent? 

Mr. Sewarp. Yes. 

PERSONNEL IN 1952 


Senator ees Now these districts have architects, they have 
engineers in many cases, they have people on the Board who have 
some technical meesiatiaab: Now the question is do we have to lead 
them by the hand? Does the Federal Government have to be there 
all the time to check their every move? How many people did you 
have last year? 

Mr. Sewarp. Our man-years in 1952 were 81. 

Senator Dirksen. The difference between is 55, is it not? 


PROJECTS UNDER CONSTRUCTION 


Mr. Sewarp. I would like to point out to you, if I might, Senator 
Dirksen, that in the first quarter of fiscal 1953 we had 278 prope ts 
under construction. In the second quarter of 1953 we had 334 
projects under construction. In the third quarter of the current 
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fiscal year 483, and the next quarter 675 projects. In the current 
quarter that we are now in we will have 897 projects under construc- 
tion. That will continue to rise until about the end of fiscal 1954 
when at that time there will have been placed under construction 
1,261 projects. So it is a constantly increasing workload. 

Senator Dirksen. Yes. sir; it is an increasing workload, but all the 
pioneering has been done, there should be some standardization in this 
field, and it seems to me then that a minimum of supervision will do 
it. And if you cannot handle more projects with a minimum person- 
nel, there must be something wrong with it. 

Mr. Sewarp. I would like to comment on that, Senator. The act 
authorizes the construction of minimum school facilities. 
McClellan pointed out a few minutes ago, many of these projects are 
located, even now, in small school districts. They have never had 
many problems with respect to construction and so forth. They are 
not equipped, Senator, by experience to deal with many of the prob- 
lems that come up. We try to help in any way that we can. One of 
our important problems has been to hold down the design of these 
school buildings to what is completely a utilitarian unit. 


As Senator 


PROBLEMS ENCOUNTERED 


There is a tendency to make them too fancy, too monumental, to 
add things that they do not need. and that is one of our problems—to 
keep these things cut down from the standpoint of overdesign, you 
might say. 

Again, we help them with problems that come up with respect to 
the award of contracts and things of that type. We are frequently 
requested to give to the school board our evaluation of the site chosen. 
That is done purely from the technical standpoint—we do not have 
any interest in whether they go here or there. We do advise them 
frequently, where 2 sites may be available, as to which of the 2 is 
better from an engineering standpoint. 

Another factor that always comes into construction activity is 
change orders. As ] say, sO many of these school districts, Senator 
Dirksen, have so little experience in school construction. These proj- 
ects run into quite a bit of money because many of these run over 
$1 million or more. The Federal Government has a tremendous 
investment in them. What we are trying to do is to protect the 
Federal Government's interest and to protect the local people. 


SELECTION OF ARCHITECT 


Senator Dirksen. They have no local architect? 

Mr. Sewarp. Yes, they select their architect, always. He designs 
the building, but of course he designs it the way that the school 
district more or less tells him to. 

Senator Dirksen. Do you approve the architect? 

Mr. Sewarp. No, sir: but we approve the plans. 

Senator Dirksen. You approve the plans and the architect. How 
much supervision is needed? 

Mr. Sewarp. In connection with the construction of a project, 
very little—and they get very little, sir. There are jobs that our man 
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sees about once a month so that he can certify to the percentage of 
completion. Other jobs, Senator Dirksen, we see more often than that. 
In my experience in this field there are projects, if you please, sir, 
that if our man sees once a month I am perfectly happy. There are 
other contracts where I would much prefer him to see them every 
week. 

Senator SMITH. That is in addition to the supervision that is given 
by the architect? 

Mr. Sewarpb. Senator Smith, the usual thing in these projects is 
that the architect does not provide day-to-day supervision. 

Senator Dirksen, As a matter of fact, they never are expected to? 

Mr.Sewarp. There are many cases where it is done, and there are 
many cases where it is not. 

Senator Drrxsen. But as a general thing? 

Mr. Sewarp. As a general “thing the architect does not have a 
resident man on the job. 


FEES FOR PLANNING AND SUPERVISION 


Senator Cuavez. Is not the practice that a contractor, whenever 
they enter into a contract with private enterprise or the Government, 
there is a fee of so much for drawing the plans and so much for super- 
vision, which means inspection? 

Mr. Sewarp. Yes, sir. 

Senator Cuavez. Is that the type of contract which you make? 

Mr. Sewarp. That is the type of contract which the se ‘hool district 


makes with its architect. 

Senator Cuavez. So whether he makes it or not, that is how much 
he charges? 

Mr. Sewarp. Yes, sir. 

Senator Munprt. If there is nothing further, we will go to the next 


item. 
Mr. Sewarp. Thank you, gentlemen. 


FEDERAL SECURITY AGENCY 
Pusiic HEALTH SERVICE 


STATEMENTS OF DR. HALSEY HUNT, ASSISTANT SURGEON GEN- 
ERAL, ASSOCIATE CHIEF, BUREAU OF MEDICAL SERVICES; DR. 
JAMES R. SHAW, CHIEF, DIVISION OF HOSPITALS; RICHARD 
R. RANNEY, DIVISION OF HOSPITALS; AND EDWARD G. 
MANNING, BUDGET EXAMINER. 


HOSPITALS AND MEDICAL CARE 


Senator Munpt (presiding). You may proceed, Dr. Hunt. 

Dr. Hunt. Mr. Chairman, we have prepared a statement, and I 
will summarize it briefly if that is satisfactory to you. 

Senator Munpt. Very good. The statement will be inserted i 
the record. 

(The statement referred. to follows:) 
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STATEMENT OF Dr. G. Hatsey Hunt, Assistant SURGEON GENERAL, ASSOCIATE 
Curer, BurEAvu or MeEpicat SERVICES 


Mr. Chairman and members of the committee, we are presenting for your con- 
sideration a supplemental request of $586,000 for the fiscal year 1953 under the 
appropriation ‘‘Hospitals and medical care, Public Health Service.” I should 
like to give you the background of this request. 

Public Law 411 of the 82d Congress, approved June 25, 1952, amended the 
Public Health Service Act by adding the following sentence: 

“When so provided in appropriations available for any fiscal year for the 
maintenance of hospitals of the Service, the Surgeon General is authorized and 
directed to make payments to the Board of Health of the Territory of Hawaii 
for the care and treatment in its facilities of persons afilicted with leprosy at a per 
diem rate, determined from time to time by the Surgeon General, which shall, 
subject to the availability of appropriations, be approximately equal to the per 
diem operating costs per patient of such facilities, except that such per diem rate 
shall not be greater than the comparable per diem operating costs per patient at 
the National Leprosarium. Carville, Louisiana.’’ 

Immediately following the approval of that act, we submitted a supplemental 
request for fiscal vear 1953 in the amount of $1,042,000. On July 15, 1952, the 
Congress passed a supplemental appropriation of $500,000 to implement this law 
During the summer of 1952, the Surgeon General asked Mr. M. A. Stephens, 
budget officer, Federal Security Agency, to visit Hawaii and look into the facili- 
ties which the Territory was operating for the care of patients with leprosy and to 
make a recommendation concerning the per diem rate which should be set for 


the current fiscal veer Following Mr. Stephens’ visit we have had considerable 
correspondence with the Territory of Hawaii and they have submitted figures con- 
cerning the patient load which they have experienced during the first half of fiseal 


vear 1953 and a detailed analvsis of their current operating costs. On the basis 
of Mr. Stephens’ recommendations and the figures later submitted by the Territorv 
of Hawaii, the Surgeon General has set a reimbursement rate for fiscal year 1953 
of $9.26 per patient per day The principal items of cost included in this figure 
are staff saleries, food, medical supplies and equipment, and maintenance of 
buildings. No cavital costs are included. The comparable current cost at the 
National Leprossrium, Carville, La., is $10.97 per day I should point out that 
although the budget before you was computed on the basis of an estimate that the 
total number of patient days for fiscal vear 1953 would be 120,629, the Territory 
of Hawaii reported to us on January 15, 1953, that the patient days for the period 
Julv through December 1952 totaled 61,229. They estimate that there will be 
60,236 patient days during the second 6 months of the fiscal vear, a total for the 


vear of 121.465. or an increase of 836 patient days over the original estimate. 
Excluded from this consideration is the care of veteran patients with leprosy 

for -h the Territory of Hawaii receives reimbursement from the Veterans’ 

Administratior The total cost of the leprosy program to the Territory of Hawaii 


for fiseal vear 1953 is estimated to be $1,117,025 The Territory expects to re- 
ceive reimbursement from t! Veterans’ Administration to the extent of $31.110 
That amount was therefore deducted from the total cost of $1,117,025 and the 
resulting figure was rounded off at $1,086,000. We are now requesting a supple- 
mental appropriation of $586,000 which, added to the $500,000 already apnpro- 


priated, would provide the total for the vear to the Territory of Hawaii of 
$1,086,000 





Che Territory of Hawaii submitted a voucher to the Public Health Service in 
the ount of $274,143.34 for their expenditures in this program during the first 
iarter of fiscal vear 1953, and this amount has been transmitted to the Territory 
There is therefore a balance of $225,856.66 availeble for the second quarter. an 
t tl will not fully cover their second quarterly voucher. When that 

es in, we will simnly transmit this balance to the Territories] Board of 

Healt! nd tell them that we have n further funds to disburse The Territory of 
Hawaii has been specifically notified verballv and in writing that unless the Con- 








gress appropriates additional funds, the Publ 


ic Health Service will be unable to 

ng the fiscal vear 1953 for a greater amount than $500,000. 

On the basis of these considerations, we ask favorable consideration of our 
qt | 


appropriation of $586.000 for fiscal vear 1953. 
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REIMBURSEMENT TO TERRITORY OF HAWAII FOR LEPROSY PATIENTS 


Dr. Hunt. During the latter days of the last Congress, Public 
Law 411 was passed. It provided that subject to the availability of 
appropriations the Territory of Hawaii shall be reimbursed for the 
care of its patients with leprosy. The reimbursement is to be paid at 
a per diem rate to be determined from time to time by the Surgeon: 
General, the per diem rate to be substantially equal to the operating 
cost of the facilities at Hawaii for the care of patients with leprosy, 
but in no ease to be larger than the per diem rate at the National 
Leprosarium at Carville, La. 

Following passage of that act, we submitted a supplemental request 
for the 1953 appropriation. In July an amount of $500,000 was appro- 
priated for this purpose. The total request for 1953 was something 
over $1 million, and the $500,000 which was appropriated will not com- 
pletely cover the cost to Hawaii for the first half of this fiscal year. 


AMOUNT REQUESTED 


Since the original submission, we have had additional information 
from Hawaii, and the Surgeon General has set a per diem rate of 
$9.26, which at their presently estimated rate of taking care of 
patients would require a total for the year of $1,086,000. The 
Territory is aware of the fact that if no additional appropriation is 
made they will not receive reimbursement beyond the original 
$500,000. We are, therefore, today asking for consideration of an 
additional appropriation of $586,000 to provide substantially full 
reimbursement to the Territory of Hawaii for the cost of the program. 


ANNUAL EXPENDITURI 


Senator Cuavez. Dr. Hunt, is this going to be a continuous yearly 
expense? 

Dr. Hunr. The law provides that it would be an annual expendi- 
ture; ves, sir. 

Senator Cuavez. What about the Government, can they take it 
over instead of Hawaii doing it, the Bureau of Public Health? How 
does it work? 

Dr. Hunr. How does it work now, sir? 

Senator Cuavez. Hawaii provides the facilities at the moment? 

Dr. Hunt. That is right. 

Senator Cuavez. All we are doing is reimbursing Hawaii for doing 
that work; is that it? 

Dr. Hunt. Yes, sir. 

Senator Cuavez. So that it will be a continuous expense? 

Dr. Hunr. As long as appropriations are made available. 

Senator ELLenper. How many more patients are taken care of in 
Hawaii with its own money? 

Dr. Hunt. They have in the past maintained the facilities com- 
pletely from Territorial funds. 

Senator ELLENDER. Yes. 

Dr. Hunt. This year for the first time the Congress has reimbursed 
them to the extent of $500,000. 
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sufficient to pay the entire cost, or just for so many that are sent 
there by us? 


REIMBURSEMENT BY VETERANS’ ADMINISTRATION 


about $30,000 for the care of veteran patients. The Veterans’ 
Administration reimburses the Territory for the care of veteran 
patients and for that reason the amount we are asking for is $30,000, 
approximately, less than the total cost to the Territory of Hawaii. 

Senator Magnuson. Prior to the passage of this law, as I remember 
when I was out there, the eligibility for entrance to the Hawaiian 
Leprosarium was that the Territory restricted or gave priorities, did 
they not, to residents of the Territory first? 

Dr. Hunt. As far as I know, they are able to take care of all the 
patients in the Territory who apply for treatment. 

Senator Macnuson. Then they opened it up to other patients that 
the Bureau might recommend or anyone else? 

Dr. Hunt. The Public Health Service has nothing to do with 
recommending patients to them. They handle the facilities, and the 
facilities are available to any patient in the Territory. 


PRIOR ELIGIBILITY 





Senator MaGnuson. The residents of the Territory of Hawaii have 
prior eligibility. My point is that if we are going to assume this cost, 
that eligibility should be broadened so that anyone from the United 
States can go in. 

Dr. Hunr. I think that has been true always, Senator. 

Senator Magnuson. As I understood, it was true because it was 
never quite filled, and they could handle them. 

Dr. Hunt. That is right. 

Senator Magnuson. But should it be filled and become crowded, 
the Territory would take care of the people from the Territory first. 

Dr. Hunt. Presumably so. 

Senator Maanuson. Because it was set up as a Territorial situation. 

Dr. Hunt. Yes. People on the mainland normally go to Carville. 
As far as I know, this problem has never arisen. 

Senator Magnuson. I think we have to make it clear that if we 
are going to pay the cost of it, it ought to be open to any United 
States citizen. 

Senator Cuavez. Will it pay the cost of Government patients and 
Hawaiian patients? 

Dr. Hunt. These are all Hawaiian patients. 

Senator Ettenper. In other words, what we are really doing is 
taking over the facilities and paying the Hawaiian government? 

Senator Maanuson. I think there was a question of eligibility. It 
so happened that they could take care of people that came there. 

Senator ELLENDER. Do you know how costs at present compare with 
past costs per person? 

Dr. Hunr. They have risen somewhat from year to year, as all 
hospital costs have, Senator Ellender. We have detailed information 





Senator ELuenpER. Well, is this amount you are now asking for 


Dr. Hunr. This would essentially pay the entire cost except for 
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only in the last 6 or 8 months since the law was passed, and it is a 
little early for us to have definite evidence as to what the trend in 
cost will be. 

PER CAPITA COST COMPARISON 


Senator ELLENDER. How does the per capita cost compare with 
Carville? 

Dr. Hunr. It is considerably below it; the cost at Carville is $10.97 
figured on the same basis as the cost at Hawaii, which is $9.26. 

Senator MaGnuson. The difference there is because of the climate? 

Dr. Hunt. Several differences. 

Senator Dirksen. There has been a diminution in the patient load 
in the last few years; has there not? 

Dr. Hunr. There has been a diminution in the Territory of patients 
with leprosy. The figures as to hospital patient days are a little less 
definite because the Territory has not kept figures on quite the same 
basis that they are now keeping them, so that it is a little hard to make 
a definite statement on that point. 

Senator Dirksen. The table indicates that has dropped from 459 in 
1942 to an estimated 330 in 1954 fiscal. 

Dr. Hunt. That is correct. Those are individual day censuses, and 
we are now getting from there figures on average patient day load 
which I think will bear out this same trend but will give us more accu- 
rate figures in the future. 

Senator Dirksen. Prior to this fiscal year, Hawaii has undertaken 
this expense; has it not? 

Dr. Hunt. Yes, sir. 

SUPERVISION 


Senator Dirksen. So you have had $500,000 in this current fiscal 
year, and you are asking a little more, $1 million, to pay the patient 
cost, and it is tantamount to taking over the hospital; is it not? 

Senator Magnuson. That is what I say. 

Senator ELLENDER. Why should we not take it over? 

Dr. Hunt. There are local customs in the handling of leprosy which 
I think make it easier for the Territory to do the actual operation of 
the hospital. 

Senator ELLENDFR. Do we have any supervision whatever? 

Dr. Hunt. Professionally? 

Senator ELLtenper. Any kind of supervision? Do we simply say, 
“Here is the money, and you take care of it” or “You see that the 
patients are taken care of”’ 

Dr. Hunt. We have no mechanism for any formal supervision of the 
professional care. We do have information that the Territory is 
following modern practices in the treatment of leprosy. From the 
fiscal point of view and budgetary point of view, the Budget Officer 
of Federal Security Agency, Mr. Stephens, did visit the Territory last 
August and went into their fiscal processes in considerable detail. 
We will continue to get information from them on their expenditures in 
detail so that we will be able to assure the Congress that money is being 
spent for the purpose for which it was appropriated. 

Senator ELLENDER. No money is actually appropriated now for the 
supervision of this facility by the Federal Government? 
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Dr. Hunt. That is correct. 

Senator ELLeNDER. There is not any money? 

Dr. Hunt. That is correct. 

senator YounG. Does the responsibility of the Federal Government 
depend on the appropriation made? 

Dr. Hunv. It does indeed. 

Senator Youna. If the Congress does not make any appropriation, 
then we have no responsibility? 

Dr. Hunv. No responsibility. 

Senator Cuavez. Doctor, one more question. There are two cate- 
gories of patients, local patients and Hawaiian patients who would go 
there whether we appropriate the money or not, and now the Govern- 
ment pays for it? 

Dr. Hunt. I would not say so, Senator Chavez. As far as we 
know, it is simply a matter of their taking care of any person in the 
Territory of Hawaii who happens to have leprosy. We do not as a 
Public Health Service send any patient to the leprosarium at Hawaii. 

Senator CHavez. Do any Government patients go there? 

Senator MaGnuson. Some veterans, and they are paid for it by the 
Veterans’ Administration. 

Dr. Hunt. That is right. 

Senator CHAvEz. So now we are paying money for what was the 
obligation of Hawaii? 

Dr. Hunt. That is correct. The Territory of Hawaii will pre- 
sumably continue paying the cost they have been paying in the past, 
and I presume they could resume carrying the cost rather than abandon 
the operation because it is extremely necessary. 


REASON FOR GOVERNMENT OPERATION 


Senator Cuavez. Do you recall the history of the legislation that 
led the committee to make recommendations for appropriation? 
What was the reason given that the Government should assume that 
operation? 

Dr. Hunt. The reason given, I understand, was that since the 
Federal Government undertook in 1921 or 1922 to take care of any 
persons with leprosy in the continental United States and at that time 
took over the Leprosarium at Carville, La., and made it the National 
Leprosarium, the Territory felt that it should have the same con- 
sideration for patients in the Territory of Hawaii who were eligible 
for treatment at Carville but who naturally did not wish to travel 
that far from home and who actually could receive better care right 
at home in the Territory. It was in their mind simply a matter of 
equalizing the responsibility for the treatment of patients with 
leprosy. 

Senator Maanuson. Doctor, if we extend this treatment to the 
Territory of Hawaii which I understand you medical men know better 
than I do it is somewhat peculiar to that geographical area, was when 
it was established there, would we not establish a precedent to extend 
treatment for the same kind of thing, say peculiar to an area in Alaska, 
say, pneumonia or typhoid, a Puerto Rican medical problem? 

Senator Cuavez. Tropical diseases. 

Senator Macnuson. Tropical diseases? 
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BASIS OF APPEAL 


Dr. Hunt. The basis of the appeal was that this responsibility had 
already been accepted for care of leprosy in the continental United 
States. Now there are two types of illness for which the Publie 
Health Service has been given responsibility in the United States 
simply on the basis of illness suffered by the patient. One 1s leprosy 
and the other is narcotic drug addiction. I do not know that extend- 
ing this support to Hawaii is going to lead to an increase in the number 
of types of illness that could be held to be the responsibility of the 
Federal Government. 

Senator Maanuson. In other words, you place this in a very 
peculiar status? 

Dr. Hunt. I do indeed. 

Senator SmirxH. Mr. Chairman? 

Senator YounG (presiding). Senator Smith. 

Senator SmirH. | am not a lawyer, but it would seem to me from 
Public Law 411 that this would be permissible rather than mandatory, 
and they already have $500,000 for the care of patients? 

Dr. Hunt. That is correct. It is entirely up to the Congress as to 
whether they get any additional amount beyond the $5C0,000. They 
are asking for it because their actual cost will be this much more. 

Senator SmirH. What would be the total amount if you took the 
whole hospital over? 

Dr. Hunt. It would probably be just about the same amount. I 
doubt if the cost of operation of the Hawaiian facilities would be 
affected very much either up or down if the Public Health Service or 
some other branch of the Federal Government took it over and oper- 
ated it direct. 

Senator Maanuson. The capital investment is not very much, as | 
recall. 

Senator Smiru. But if Hawaii or any other Territory wanted to 
come in for extra money for such facilities, we could go on and on 
and on. 

Senator Maanuson. That is correct, and this is $500,000 more. 

Senator Cuavez. It seems to me if you do it this year, it will be 
perpetual. 

Senator Smiru. It will be $1 million instead of $500,000 from 
now on. 

Senator Youna. Are there any more questions? 

I would like to have inserted in the record a letter from the Hon- 
orable Joseph R. Farrington, Delegate from Hawaii. 

(The letter referred to follows:) 

CONGRESS OF THE UNITED STATES 
House or REPRESENTATIVES, 
Washington, D. C., February 23, 1953. 
Senator StyLes BRIDGEs, 


Chairman, Senate Appropriations Committee 
Washington, D. C. 

Dear Senator Bripces: A supplemental appropriation of $586,000 was re- 
quested of the House Appropriations Committee by the Public Health Service to 
cerry out the provisions of Public Law 411 of the 82d Congress. This law provides 
for the appropriation of Federal funds for the care end treatment of persons 
afflicted with leprosy in the Territory of Hawaii on the basis of the per diem 
opers.ting cost per patient. 

The epproprietion wes denied by the House committee on the grounds that it 
Was 2 new eppropriation and not a supplemental appropriation. In answer to my 
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question during the debate on the bill, Chairman Busbey of the House Appropria- 
tions Subcommittee for the Federal Security Agency made the statement that 
this request for funds was ‘‘not a supplemental appropriation, but just a request 
for funds Congress had previously denied.” 

This is completely contrary to the understanding of the Public Health Service, 
the government of the Territory of Hawaii, and myself. That no such under- 
standing existed is clear from the lack of any evidence to the contrery during the 
first consideration of this appropriation, the action of the Public Health Service 
in alloceting the funds made available in the lest appropriation of the last Senate 
for the first two quarters of the present fiscal year and the budget recently sub- 
mitted by the Governor of the Territory to the Legislature of the Territory. 

The circumstances under which the law was originally enacted show this also. 
The bill did not become law until June 25, 1952. This was after the House sub- 
committee having jurisdiction over the supplemental appropriation bill then 
pending had completed its hearings and before the Public Health Service had had 
an opportunity to examine the operation of the Territory in the treatment of 
leprosy. The full committee of the House, therefore, appropriated only $500,000 
of the $1,042,400 requested. The Public Health Service then sent a budget officer 
to Hawaii to conduct an audit of the operations in the Territory to determine 
exactly what the Territory was entitled to under the law. 

I think it is clearly evident from the foregoing that to deny the Territory the 
additional funds to which it is entitled under the law is grossly unfair and a breach 
of faith. 

As hearings on statehood for Hawaii open this morning in the House and con- 
tinue through Tuesday, I will be unable to appear before the committee on those 
davs on this subject. I would like very much, however, to supplement this letter 
with a personal statement in the event I have the opportunity to appear after that. 

Yours sincerely, 
J. R. FARRINGTON, 
Delegate from Hawaii. 


CONGRESS OF THE UNITED STATEs, 
HovusE OF REPRESENTATIVES, 
Washington, se February 24, 1958. 
Senator STYLes BRIDGEs, 
Chairman; Senate Appropriations Committee, 
Washington, D. C. 

Dear SENATOR: Supplementing my letter of February 23, I am enclosing a 
radiogram which I have just received from Gov. Oren E. Long of Hawaii support- 
ing my understanding of the circumstances attending the original appropriation 
for the treatment of Hansen’s disease in the Territory of Hawaii under the pro- 
vision of Public Law 411 of the 82d Congress. 

Yours sincerely, 
J. R. FARRINGTON, 
Delegate from Hawaii. 





Hono uuu, T. H.. February 23, 1958. 
Delegate JosepH FARRINGTON, 
Old House O flice B ling, Wasi ngtor Td ne 


Your interpretation entirely correct as we understand matter. Letter dated 
December 2, 1952, from Surgeon General Scheele to me was first to set formula 
of Federal payment as stipulated by Public Law 411 Formula set at $9.26 por 
patient day, definitely less than Carville cost. Our understanding Public Law 
$11 calls for payment to full extent of formula. On this basis no appropriation 
ther than for capital expenses has been r ted for Hansen’s disease from 
lerritorial legislature for biennium beginning July 1, 1953. _ Any other interpre- 
tation would be sad blow to Territory’s financial status and discriminate against 
Hawaii in Hansen’s disease payments compared to other States and Territories. 


a 
d 


“eques 
}U 


Oren E. Lona, Governor of Hawait. 


Senator Younc. The committee will stand in recess until 2 o’clock. 
Whereupon, at. 12:30 p. m., the committee recessed to reconvene 


at 2 p. m., of the same day 
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AFTERNOON SESSION 


Chairman Briperes. The committee will resume. 
We will hear now from Mr. Clawson, Director of the Bureau of Land 
Management of the Department of the Interior. 


DEPARTMENT OF THE INTERIOR 
Bureau or LAND MANAGEMENT 


STATEMENTS OF MARION CLAWSON, DIRECTOR; DEPUE FALCK, 
CHIEF, DIVISION OF ADMINISTRATION ; AND JAMES P. BEIRNE, 
CHIEF, BRANCH OF BUDGET AND FINANCE 


RESTORATION REQUESTED 


Chairman Brinces. As I understand it, Mr. Clawson, you made a 
request for $100,000, and the House gave you $60,000. 

Mr. Ctawson. That is correct, Mr. Chairman. 

Chairman BripcGes. And now you are here to justify the $60,000. 
And are you asking a restoration? 

Mr. CLawson. Yes, sir. 

Chairman BripGes. You may proceed. 


FIRE FIGHTING ON PUBLIC LANDS 


Mr. CLawson. This item for $100,000 is for fire fighting on public 
lands. It is practically impossible to estimate in advance the costs 
of fire fighting, because the fire-fighting hazard varies so greatly from 
year to year. Some years, because of climatic and other factors, the 
fire hazard is very, very great, and as a result, the expenditures are 
great. Under certain climatic factors, the fire hazard is less, and as a 
result the fire-fighting costs will be less. It is impossible to forecast 
those items accurately a year or more in advance. 

For the past several years, the Congress has appropriated to us 
$150,000 for fire fighting, and we have fought whatever fires occurred 
and incurred whatever expenses were needed, and then requested and 
each year received a supplemental appropriation to cover the remain- 
ing part of the fire-fighting costs. 

As a matter of fact, the fire-fighting vear is more nearly on a 
calendar-vyear basis than on a fiscal-year basis, since the worst fire 
season is In June, July, August, and September. In the calendar vear 
which has just closed, the fire-fighting problem was less serious than 
it had been in the previous years, and so the amount of the supple- 
mental is less than we have: asked for previously; but, nevertheless, 
we have incurred already something in excess of $150,000, approxi- 
mately $40,000 in excess; and, based on past experience, we probably 
shall incur $60,000 in June, much of it in the last few days of June, 
because, of course, as the summer season gets hotter the fire season 
gets worse. 

Chairman Bripces. At what time is the fire season at its worst? 

Mr. Crawson. From mid-June to mid-September. That covers 
the bulk of it, in that period. 


29998—53 
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Chairman Brinces. And when do you establish your lookouts? 

Mr. CLawson. Well, it is variable, depending upon the season. If 
you have an early spring, and it looks like the fire problem is going to 
be serious, you may have some of that in May, and other years not 
until well into June. We don’t have any fixed date. We try to vary 
it according to the climatic conditions. 

Chairman Bripces. The people employed on this are seasonal em- 
ployees and not permanent employees? 

Mr. Ciawson. That is correct, and the amounts we are asking for 
here are actually for the men you would go out and round up for a 
fire-fighting crew. 

Chairman Brinces. | do not think there is anything further. 
That gives us the picture. Thank you. 

Mr. Cirawson. Thank you, Senator. 

(Prepared statement is as follows:) 


STATEMENT BY Marion CLawson, Director, Bureau or LAND MANAGEMENT, 
DEPARTMENT OF THE INTERIOR 


PURPOSE AND NEED FOR SUPPLEMENTAL FUNDS 


This supplemental estimate is to provide adequate funds for fighting fires on 
or endangering public lands. During the past 3 fiscal years, the costs for the 
entire fiscal year and for the last 6 months are shown separately below: 


| Total Last 6 months 


| $339, ¢ $58, 103 

wad 249, £ 71, 336 

391, 89: 49, 990 

3-year average , $ Sates 327, 126 59, 809 


As of December 31, 1952, the estimated costs for the current fiscal year are as 
follows: 


Obligations to Dee. 31, 1952 $188, 039 
Estimated obligations to June 30, 1953 ! 61, 961 


Total ; 250, 000 
Less amount appropriated : 150, 000 


Supplemental requested Lie Sas OGIO 


The only programs which are of a nature subject to any sizable reduction at 
this time in the fiscal year in order to absorb any portion of fire-fighting costs 
are the soil- and moisture-conservation program and the halogeton-control pro- 
gram. In either case a curtailment of the program will involve larger expendi- 
tures at some future date in order to correct a bad situation which would be 
further aggravated by time. The other programs of the Bureau are governed to 
a large extent by the demands of the public; and, if the Bureau is to discharge 
its responsibility, these programs must continue. 


Bureau or LAND MANAGEMENT—MANAGEMENT OF LANDS AND RESOURCES 
(Supplemental estimate, 1953 $100,000) 
(House hearings, p. 370) 
(P. 8, line 4) 


Page 8, line 4: Strike out ‘$60,000" and insert in lieu thereof “$100,000”, 
the estimate, or an increase of $40,000 in the appropriation. 
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HOUSE REPORT 
Bureau of Land Management 
‘“Management of lands and resources —An appropriation of $60,000 has been 
allowed, a reduction of $40,000 in the request of $100,000. The amount allowed 
will be used to finance fire fighting on public lands for the remainder of the 
fiscal year.”’ 
JUSTIFICATION 
The amendment restores the reduction of $40,000 made by the House in the 
budget estimate for this appropriation. It applies to the following activity and 
is required principally for the employment of casual labor in fighting fires. 


Fire suppression: 
Supplemental estimate, 1953 $100, 000 
House bill ‘ 60, 000 


Restoration requested j 40, 000 
\ breakdown of the amount requested for restoration by objects of expenditure 
follows: 
Personal services (casual labor only $30, 000 
Travel 3, 750 
Transportation of things z 300 
Communication services 300 
Other contractual services 700 
Supplies and materials 1, 950 


Total A J \ 40, 000 


The estimate under this supplemental is for $100,000 for an additional amount 
for fire suppression on public-domain lands, which with the amount appropriated 
in the 1953 Department of the Interior Appropriation Act would make a total of 
$250,000 available for this purpose. 

It is impossible to foretell when or where fires will burn or the extent of severity 
f fires. The total estimate of $250,000 is based on costs to December 31, 1952, 
lus an estimated cost for the balance of the fiseal year as shown by our experience 
of the last 3 years. The fire season the first half of this fiscal year has been 
lighter than the preceding 3 years, when the total cost averaged $327,126. It is 
anticipated that a total cost of $250,000 will be incurred this year. 

The reduction of $40,000 by the House, if not restored, will require curtailment 
of other activities, principally soil and moisture conservation and halogeton 
control. 


BurgEAU oF MINES 


STATEMENTS OF J. J. FORBES, DIRECTOR; H. J. SLOMAN, ASSIST- 
ANT TO DIRECTOR; HARRY F. WEAVER, CHIEF, COAL MINE 
INSPECTION BRANCH; W. E. RICE, CHIEF, ADMINISTRATIVE 
DIVISION; AND KENFIELD BAILEY, CHIEF, BUDGET AND FI- 
NANCE BRANCH 


RESTORATION REQUESTED 


Chairman Bripces. We will take up next the Bureau of Mines. 

You are Mr. J. J. Forbes, Director of the Bureau of Mines? 

Mr. Forsgs. Yes, sir. 

Chairman Bripces. You are appearing here on an item for the 
Bureau of Mines, and you have an estimate of $475,000. The House 
allowed you $266,000, and you are appearing to request restoration? 

Mr. Forses. For restoration of the $209,000. 

Chairman Bripcrs. You may proceed. Will vou tell us basically 
why you need the additional supplemental? 

Mr. Forres. We have lived within our appropriations up to this 
time. We need this additional money, Senator, to get our inspection 
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work back in line. This new law which was passed by the Congress 
and signed by the President on July 16, 1952, did hot permit us, 


before the 82d Congress adjourned, to request additional money for 


carrying out the additional responsibilities. 
TOTAL INSPECTORS 


The House permitted 50 inspectors, 12 mining engineers, and 11 
electrical engineers and inspectors. We asked for 75 inspectors and 
supporting personnel in addition to the mining engineers and electrical 
personnel. 

Chairman BripGes. How do your inspectors operate? Do they 
cover a particular area? 

Mr. Forses. They are located, Senator, at strategic places through- 
out the United States, and travel out of those local headquarters to 
inspect the mines. 

ENFORCEMENT POWER 


Of course, Senator, old Public Law 49 of the 77th Congress per. 
mitted us to go into mines, but gave us no enforcement power, and 
as a result of some of the recent explosions, pressure was brought to 
bear, and the Congress enacted the present law, known as Public 
Law 552 of the 82d Congress. The new law amends old Public Law 
49. The enforcement provisions are included as title IT. 

I have a statement here, Senator, that I would like to have inserted 
in the record, with your permission. 

Chairman BripGes. How long is the statement? 

Mr. Fores. It is pretty good sized. 

Chairman Brices. We will make it part of the record, and if you 
will just highlight it for the committee, we will be obliged to you. 
You may go right ahead. 

Mr. Forses. Title Il of this act imposes certain definite powers of 
enforcement, subject to review by higher authority, upon the Federal 
coal-mine inspectors. Title II] represents a departure from the 
voluntary aspects of compliance with the old Public Law 49. 
MINE-SAFETY PROVISIONS 
Title IT contains mine-safety provisions with which the coal-mine 
operator must comply; moreover the law requires that title II mines 
must be inspected at least once annually. 

Now, I might highlight that a little bit. I happened to sit in on 
most of the hearings in connection with the bill, and it was, I think, 
the intent of Congress that the provision for at least one annual 
inspection established the very minimum. It is going to make it 
very difficult for us to enforce the law, if we get around to these 
mines only once a year, because in that interim period a lot could 
happen. 

Senator Corpon (temporarily presiding). The present occupant 
of the chair agrees with you 

Mr. Fores. Senator, since you mentioned that, I might say this: 
I think most of this law stems from the Centralia investigation that 
was made by you, Senator O’Mahoney, and Senator Dworshak. 
We went along pretty good on the powers that were given us for a 
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year under Public Law 328, 80th Congress, but after that experi- 
ence, along came, of course, the Orient disaster in the Christmas 
holiday season of 1951, which wiped out 119 lives, ancl as a result of 
that, of course, Congress got busy again and enacted this new law. 


MINE INSPECTIONS 


Senator Corpon. Let me ask you a question here. With your 
present force, can you make an inspection of each of the mines? 
And, of course, you can understand that that could vary a bit. 

The dry mines might not need the inspection that the wet ones do. 
There might be those that have a history of poor inspection that you 
would know you would have to inspect, and others you would know 
you could pass over. 

Mr. Forses. That is right, Senator. 


POSSIBILITY OF ANNUAL INSPECTIONS 


Senator Corpon. To what extent would you say you could comply 
with an annual inspection within reason at the present time? 

Mr. Forses. Let me put it this way, Senator. It is a little bit 
difficult to answer that as a ‘“‘yes’’ or ‘‘no.” 

Senator Corvon. I do not want a “yes” or “no.” | want your 
suggestion as to whether you could get 80 percent or 50 percent or 
60 percent or 95 percent of it, inspected once. 

Mr. Fores. Our inspection rate, before the enactment of the new 
law, was about 1.8 inspections annually for the larger mines. This 
law has caused a lag or a slowup on our regular inspection work to the 
extent of about 40 percent. 

Senator Corpvon. Why? 

Mr. Forses. Because of the additional time that is required to 
make these inspections, primarily because of the necessity of going 
back to see that the law has been complied with. 

Senator Corpon. Now, you have some money recommended by the 
House. 

The statement of the House is that that money would provide for 
the employment of 50 additional coal-mine inspectors, 12 mining 
engineers, 11 electrical engineers and inspectors. 

Now, assuming that those figures are accurate, and with the 
addition of that personnel, and having in mind that we are now 
approaching March, and we have March, April, May, June, one- 
third of a year, with this additional force, could you make an inspec- 
tion of a quarter of the mines, or a third of the mines, rather, a 4 
months’ period of them, and make the followup inspection? Do 
you see what I mean? 

LAG IN INSPECTIONS 


Mr. Forsezs. I don’t believe we could, Senator, on account of this 
slowup period. We have about a 40-percent Jag in our inspections, 
based on 6 months of experience. 

Senator Corpon. All right. Go ahead. 

Chairman Brinegs. Is there anything further? 

Mr. Fores. There is one thing, Senator, I should like to bring 
out in connection with this. We are happy, of course, that the 
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House gave us 50 inspectors and these additional mining and elec- 
trical engineers. They gave us no supporting personnel; and our 
people, of course, are required to put down on paper, everything 
that they do in connection with this inspection work. which includes 
the preparation of reports. We certainly do need the additional 
supporting people. 


NEED FOR FOLLOWUP INSPECTIONS 


Senator Corvon. In the case of the inspection of a coal mine, where 
things are found not in order, it would be utterly idle if you had to 
stop there. I mean, you have got to go back and see the corrections 
that have been made’ or your first inspection is without any force or 
value. 

Mr. Forres. That is correct, Senator. 

Chairman Brinces. What do you mean by supporting personnel? 

Mr. Forses. For instance, Senator, it is going to mean additional] 
air samples. All of these inspectors will take additional mine air 
samples to determine the quality of the atmospheres of the mines. 
They are going to take additional dust samples, to make a determina- 
tion as to whether or not there is sufficient inert or noncombustible 
material in the dust to prevent the propagation of an explosion. That 
is going to load our laboratories. 


PREVENTION OF DUST EXPLOSIONS 


Senator Corpon. They may be caused by the wrong content of dust 
in the atmosphere? 

Mr. Forzes. That is right, Senator. We must get the factual in- 
formation. We must send these additional dust samples to our labora- 
tories for analytical determination as to the amount of incombustible 
material. In order to prevent propagation of a dust explosion, there 
must be at least 65 percent of inert or incombustible material in that 
dust. 

Chairman Brivges. Your supporting personnel are the laboratory 
technicians who make these tests? 

Mr. Forses. Yes, sir. We have laboratories in Pittsburgh. The 
extra load will require additional laboratory technicians to analyze the 
samples. 

PERSONNEL NEEDED 


Chairman Bripces. How many additional personnel do you need? 
How many are really necessary? 

Mr. Forres. Well, with the workload of these additional 75 inspec- 
tors, I think that we will need, Senator, the people that we have 
requested here; because it increases the workload to perform the 
additional analytical work. on the part of our technicians in Pittsburgh. 

Chairman Bringes. Let me ask you this. How are you getting 
along with the States under this new law? 

Mr ForRBI Ss. Very 200d 

Chairman Bripces. Have you had any friction at all? 

Mr. Forres. No, sir. Iam glad that vou raised that question. Of 
course, some of the States didn’t feel too happy about Public Law 49 
when it was passed, but they cooperated- they worked very nicely 
with us 
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And when this new law was passed, some weren’t too happy about 
it. So there was included in this new law a provision for a plan of 
joint Federal-State inspections. 


COOPERATIVE PLAN OF COORDINATION 


The States now can submit to the Director of the Bureau of Mines 
a cooperative plan to coordinate the work. And you will be interested 
to know that when the new law passed, I took it upon myself to go up 
and talk to Congressman Barden, who, at that time, was chairman of 
the Committee on Education and Labor of the House, and got the 
full story from him as to just what was back of it. And I told him that 
as far as the Bureau of Mines was concerned, we would bend over 
backward to do everything possible to cooperate with the States. 

Senator Corpon. Have you not plans in operation in many States? 

Mr. Forses. Yes, sir. The plan for the State of Washington has 
been approved by the Governor and by the Director, and also the 
plan for the State of Wyoming. We have similar plans for Arkansas, 
Oklahoma, and North Dakota, being processed right now. I hope 
that the rest of the States will come along and work with us. 


SOFT-COAL AREA 


Senator Corpon. Any indication of interest in the soft-coal area? 
Mr. Forres. You mean such as in West Virginia and Pennsylvania? 
Senator Corpon. Yes. 

Mr. Forses. We are hoping, Senator, as time goes on, they will 
fall in line. Because 2 heads, in inspecting these mines, are a whole 
lot better than just 1 

Senator Corpon. For the balance of this year, could you not center 
all your efforts on title II inspections, where you have the power : 
compulsion, and let title I go, where all you can do is take a look : 
it and recommend? Would that not cut down expenses and stil 
advance safety? 

Mr. Forres. I question very much, Senator, whether we should 
do that, because we have certain responsibilities under Public Law 49, 
which is included as title I of the new law. I will say this, that we 
have just finished the best year with respect to fatalities in the history 
of the coal-mining industry. 

Senator Corvon. I know. But a mine with 14 employees or less 
certainly is not as important as are those with 20 to a hundred or two 
or three hundred men in them. That is what I am trying to get at. 

Mr. Forses. That is right, Senator, but I will say that the life of a 
miner in a small mine is just as valuable as that of one in a large mine 


ENFORCED SAFETY OBSERVANCE 


Senator Corpon. But in the large mine you can compel the safety 
observances, and in the small one you cannot. 

Mr. Fornes. It is a matter of education, 

Senator Corpon. I know, but let us get to where we can enforce 
results. I note that you say here in your statement that an inordi- 
nately large number of title I inspections were made in the first half 
of the year. Well, you made an inordinately large number, and that 
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means more than you would have made, so, can you not let up on 
that and center your money where it would do the most good? 

Mr. Forses. We could probably do it, but I don’t think that is the 
way it should be done. I have a very strong feeling about trying to 
reduce fatalities and injuries in mines. 

Senator Corpon. I know that. That is your obligation. But if 
you did not get any more money than the House has given you, then 
your own judgment would dictate that you would generally follow 
that idea? 

Mr. Forres. That is right. We will certainly do the best we can, 
Senator. 

Senator Cordon (temporarily presiding). I do not ask you to agree 
with me that this Congress should not give you the money. 

That is all, then. Thank you very much. We will place your full 
statement in the record. 

Mr. Forsegs. Thank you. 

(The statement referred to follows:) 


STATEMENT OF JOHN J. ForseEs, Director, BuREAU oF MINES 


Mr. Chairman and gentlemen of the committee, I appreciate the privilege of 
appearing here today to support our estimate of $475,000—the supplemental 
appropriation requested for the period April 15 to June 30, 1953. This sum is 
requested to enable the Bureau of Mines to carry out the obligations imposed upon 
it through enactment of the Federal Coal Mine Safety Act (Public Law 552, 82d 
Cong.) during the last 2%4 months of the fiscal year 1953. 

The Federal Coal Mine Safety Act was passed by both the House of Repre- 
sentatives and the Senate during the closing days of the 2d session of the 82d 
Congress. It became effective when signed by the President on July 16, 1952, 
which was after the sine die adjournment date of the 82d Congress. Consequently, 
there was no opportunity available for the Bureau to request funds to carry on 
its additional responsibilities until the 83d Congress convened. 

Meanwhile, the Bureau has been required to use funds which were appropriated 
for health and safety activities before enactment of the Federal Coal Mine Safety 
Act. Included in the ‘“‘Health and safety’”’ appropriation for the fiscal year 1953 
was the authorization to continue coal-mine inspection activities according to 
Public Law 49, 77th Congress. Such activities have been continuing since the 
latter part of the calendar vear 1941 Incidentally, this earlier act is incorporated 
as title I of the new Federal Coal Mine Safety Act. Public Law 49 gave no 
authority to the Bureau of Mines other than the right of its inspectors to enter 
coal mines for inspection and investigative purposes. Compliance by the coal- 
mine operators with such recommendations as evolved from these inspections and 
investigations was purely voluntary. Public Law 49, which is now title I of the 
new act, still applies to coal mines in which 14 or less persons are regularly em- 
ployed underground and all strip (surface) mines, and also to conditions in mines 
employing more than 14 persons underground where such conditions are not 
specifically covered by title II of the Federal Coal Mine Safety Act. 

Title II of the act imposes certain definite powers of enforcement, subject to 
review by higher authority, upon the Federal coal-mine inspectors. Title II 
represents a departure from the voluntary aspects of compliance with old Public 
Law 49. Title II contains mine safety provisions with which the coal-mine 
operators must comply Whereas the law requires that title II mines must be 
inspected at least once annually, it was the clear intent gained from the com- 
mittee hearings that the 82d Congress did not mean that this requirement was to 
establish both the maximum and minimum number of inspections. Before July 
16, 1952, under Public Law 49, a Federal inspector would inspect a coal mine, 
write a report thereon calling attention to the hazards that he discovered with 
appropriate recommendations to minimize or eliminate the hazards, and proceed 
to inspect another mine. Because of the duties and responsibilities imposed by 
title II, inspections of mines thereunder reauire much more time to complete than 
when all coal mines were inspected under Public Law 49, 77th Congress. 

Under title II, which covers all coal mines in which 14 or more persons are 
regularly employed underground, the inspectors are required to determine— 
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1) Immediate dangers that are likely to cause major disasters. Upon dis- 
overy of such dangers the inspectors are required to issue written orders for the 
yperator to withdraw all workmen from the entire mine or affected section thereof 
mmediately, except such persons as are authorized to correct the dangerous 
yndition 

2) Violations of the mine safety provisions of the act and issue appropriate 
yvritten notices of findings thereon 

3) Whether violations of the mine safety provisions have been corrected in the 
time specified in the notices of findings or extensions of such time. When such 
corrections have not been made, withdrawal orders are issued 

According to the act, once an inspector issues a withdrawal order mentioned 
under (1) and (3) above, he is not permitted to rescind it. The act requires the 
Director, himself, or a committee of three appointed by the Director, excluding 
the inspector who issued the original order, to reinspect the mine after the operator 
notifies the Director that the imminent danger or violation of the mine safety 
provision, which caused the issuance of the closing order, has been abated. The 
committee of three, after making such a check inspection of the corrected condi- 
tion, reports to the Director on their observations and the Director is guided by 
their report as to whether the order should be annulled, modified, or continued in 
foree. Such committee work is time-consuming and prevents three inspectors, 
for the time being, from conducting regular inspections of other mines. With 
respect to notices of findings as indicated in (2) above, one or more may be issued 
by an inspector during an inspection because of violation of one or more of the 
mine safety provisions. Separate notices must be issued for each violation; 
frequently each violation requires a different length of time to correct than the 
others. The inspector is obliged to return to the mine upon the expiration of 
the specified time set for abatement of each violation, or if the mine operator 
clears up the dangerous condition before expiration of the specified time, he may 
request a special inspection. Under the law the Bureau is obligated to send the 
inspector who issued the notice of finding or another inspector to the mine to 
determine the condition of the violation. It has been the established practice not 
to delay the resumption of normal mine operation after violations of the act have 
been corrected. 

Under old Public Law 49 the inspectors were not authorized to require compli- 
ance with their recommendations. In contrast therewith the issuance of with- 
drawal orders and notices of findings under the present law imposes additional 
duties on the present force of inspectors. The present force is not large enough 
to carry out these new duties as I believe the Congress intended; and, of course, 
present appropriations are not adequate to carry the new workload imposed by 
the Federal Coal Mine Safety Act. Moreover, although to date only two orders 
have been appealed beyond the Director to the Federal Coal Mine Safety Board 
of Review, the Bureau’s part of the costs of such litigation was paid out of present 
appropriations, which was not contemplated when appropriations were made for 
operating under the old law. The Government’s share of the expense in all future 
appeals to the Board or to the Federal courts must be met from funds appropriated 
for coal-mine inspection activities. 

To avoid delay in reopening coal mines closed as a result of issuance of with- 
drawal orders, the cost of communications, primarily telegrams and long-distance 
telephone calls, has risen sharply. I am pleased to tell you, however, that all 
appeals to the Director for revision or annulment of withdrawal orders have been 
handled promptly regardless of whether they were received on regular work days, 
Saturdays, Sundavs, or legal holidays. 

Since Federal inspections of coal mines began late in 1941, the Congress has 
authorized the employment of 250 inspectors. tising costs, however, have caused 
a reduction of our force to the present staff of 223 inspectors by not filling vacan- 
cies. I believe that it will interest vou to know how the new law has affected the 
number of coal-mine inspections. During the first 6 months of 1952, before the 

Federal Coal Mine Safety Act became law, our inspectors completed 4,504 in- 
spections; whereas during the last 6 months of 1952, they completed 3,137 in- 
spections. This represents a reduction of approximately 30 percent in the number 
of inspections. Immediately after its enactment the new law had to be studied; 
therefore, inspections of title IT mines were temporarily deferred. As a conse- 
quence, an inordinately large number of title I mines, which are generally small 
operations, were inspected at first. This is reflected in the total of 3,137 in- 
spections. I would like to emphasize that title I mines require no special or 
check inspections because enforcement provisions do not apply to such mines, 
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\t the present time I estimate that we are operating at an inspection rate of at 
least 40 percent below that which prevailed before the present law was enacted 
Our request for authority to employ 75 additional inspectors is what I believe 
necessary if we are to maintain the frequency of inspection as before the new law 
was enacted. Iam mindful that the Federal Coal Mine Safety Act specifies that 
title If mines be inspected at least annually, but I believe that the Congress was 
establishing a miniraum requirement in making this provision. Certainly we could 
not carry out the spirit and intent of the act if our inspectors were limited to one 


inspection a year of each mine and no more. In the title II group are all of the 
larger underground mines, which ineludes the most gassy and some of the poten- 
tially most dangerous mines. Inasmuch as the new law was designed primarily 


to prevent major disasters in which large loss of life may be involved, we cannot 
meet the objectives of the new law if each mine is limited to only one inspection 
annually 





rhe supplemental request includes 11 additional persons experienced in the 
se of electrical machinery in coal mines Such persons are needed to investi- 
rate compliance with the mine-safetv provisions of the new law, pertaining to 

ectrical equipment used in gassy mines. The Federal coal-mine inspectors are 
almost entirely men who have been operating officials such as mine foremen and 
superintendents Usually they have no formal training in electrical theory and 
practice: their knowledge of electrical equipment ordinarily is general, rather 
than detailed. It is seldom, indeed, that a supervisory coal-mine official has the 
opportunity to acquire the experience necessary to make thorough checks of 
electrical equipment as required by the act In some instances such electrical 
inspection May determine whether the mine should be permitted to continue in 
peratior Moreover, if our coal-mine inspectors were qualified to make such 
electrical inspections, the time required to do so would further reduce the number 
of annual coal-mine inspections A logical question is, ‘Why is such electrical 


nspection needed?” It is an established fact that most mine explosions and fires 
are set off by arcing, sparking, or overheating of faultv electrical equipment. 
If the Bureau, through the work of the proposed electrical personnel, can assist 

eliminating the most prolific sources of mine explosions and fires, it will con- 
tribute substantially toward achieving the primary purpose of the Federal Coal 
Mine Safety Act, namely, to prevent major disasters in coal mines. We propose 
to employ person nel, who are experienced in the design, operation, and Main- 
tenance of electrical Mining equipment They will devote their entire attention 

» safeguarding acainst the hazards of such equipment 

In addition to the foregoing personnel the request includes supporting personnel 
to enable the inspectors to carry out their responsibilities efficiently and expedi- 
tiously The estimate also requests 97 new passenger automobiles for the use 
of the proposed increases in coal-mine inspectors, mining engineers, and electrical 
personnel in the performance of their official duties. The present fleet of auto- 
mobiles is, of course, not large enough for the proposed increase in personnel. 

If you gentlemen have any questions regarding our coal-mining inspection 
activities, | or a member of the Bureau’s staff will do our best to answer them. 


FrpeERAL Coat MINE Sarety Boarp or REVIEW 


STATEMENTS OF TROY L. BACK, EXECUTIVE SECRETARY; CHARLES 
FERGUSON, BOARD MEMBER, AND JOHN S, FORSYTHE, CHIEF 
LEGAL COUNSEL 


PREPARED 


Chairman Bripexs. We will 
Board. Is Mr. Miller present? 

Mr. Fereuson. Mr. Chairman, for the record, my name is Charles 
Ferguson, one of the Board members, and I am appearing in behalf 
of Mr. Miller, who is detained at his home because of very serious 
illness 

I have here a prepared statement made by Mr. Miller, and with 
the permission of the committee, I would either like to read it into the 
record or have it placed in the record. 


STATEMENT 
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Chairman BripGes. Without objection it will be placed in the 
ecord, 
The statement referred to follows: ) 


Tae Work oF THE FepeRAL Coat MINE Sarety Boarp or Review—Di1GEst 
OF STATEMENT OF ALEX U. MILLER, CHAIRMAN OF THE BOARD 


The Federal Coal Mine Safety Board of Review has been operating on money 
ipplied through the emergency fund for the President. 

Being a new agency, the Board lacks experience as to its workload. This 
tuation makes it extremely difficult at this time to make estimates of operating 
xpenses that would approximate more than the minimum costs, 

It is felt that the small staff of five permanent employees is the minimum with 
vhich the duties of the Board can be administered effectively. 

[ would like to add a few words to the justification statement covering the 
request for an appropriation of $20,000 for the carrying out of the functions of 
the Federal Coal Mine Safety Board of Review during the period April 15 to 
June 30, 1953. This being the first hearing of our agency before your committee, 
[ think it proper to give you.a very brief history of the Board and a summary 
of its operations. 

The Board was created by and is operating under, the Federal Coal Mine Safety 
Act, Public Law 552. 82d Congress. The late passage of the act precluded the 
processing of a cost estimate to the last Congress. The Board is being currently 
financed from the emergency fund for the President. The total amount of the 
two allocations made to the Board from this fund is $37,500. We estimate that 
the unobligated balance of these allocations at the end of February will be 
$11,463.15, and it is our opinion that such amount probably will be sufficient to 
cover the Board’s expenses to April 15, 1953. 

This Board is one of the smallest as well as one of the newest independent 
agencies in the Government. As indicated in our justification, the Board as far 
1s can be determined at this time, contemplates a full-time staff of only five 

mployees. 

The Board itself is composed of three members who are paid only when actually 
emploved or traveling. The Board members are Mr. Joseph G, Solari, secretary, 
and assistant to the president, Peabody Coal Co., Chicago, I!., representing the 
coal-mine operators; Mr. Charles R. Ferguson, acting safety director, United 
Mine Workers of America, Washington, D. C., representing the coal-mine workers 
und myself, Alex U. Miller, Vincennes, Ind., serving as Chairman of the Board 
Che tripartite nature ot the Board is required by section 205(c) of the act. 

Che statutory procedure under which this Board operates is in some respects 
inique among those given to Government agencies. The Board is not authorized 
o initiate action, yet it must at all times be in a position to ‘“immedi- 
ately * * * fix the time for a prompt hearing * * *” on any application 
filed with it The sole activity of the Board is the hearing and determining 
of appeals from orders of Federal coal-mine inspectors and orders of the Dir- 
ector of the Bureau of Mines. The extent of this activity depends entirely 
upon the wishes of coal-mine operators affected by such orders. This procedure 
not only precludes any control over the workload but also makes any estimate of 
its volume a mere conjecture. 

The Board now estimates that the average case will add between $1,500 and 
$2,000 to its fixed expenses. It is, therefore, obvious that the number of applica- 
tions filed by coal-mine operators will affect greatly the Board’s total cost of 
operation. 

The Board is anxious to operate as economically as possible and it will work 
toward that objective. This can be accomplished in part by utilizing the services 
and facilities of larger agencies wherever possible on a reimbursable basis where 
required. This we are doing now. 

Should experience show that a large number of appeals are being filed, the 
Board’s staff would, of course, have to be expanded. However, we are deter- 
mined to conduct our work with the minimum number of employees feeling that 
should it be necessary in the light of actual experience we could apply to Congress 
for additional funds 
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HOUSE ALLOWANCE 


Chairman Bringes. |] understand the House 
Mr. Ferauson. That is correct, sir. 
Chairman Bripges. So, if you will please, just highlig 


for us in a few words. We will have the benefit of the 
as well. 
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House hearings 
Mr. Ferauson. ] woul 
statement of Mr. Miller, and that is referriy 
hand, made in the Statement, of $11,463.15. 
Further review of our records shows that what we actually estimate 
we will have in February, at the end of this month, is $10,900. 
Chairman Bripges. Will you just tell us what the Board is doing? 


d like to make one correction in the prepared 


ig to the amount now on 
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FINDING BY FEDERAL INSPECTORS A POTENTIAL CASE 


Our cases might amount to one a year, or they might amount to a 
thousand. Every finding made by a Federal inspector is a potential 
order, if an operator doesn’t comply with his regulations. And any 
order made by the Bureau or by the Divector 

Senator Corpon. Wait a minute. ‘You did not mean that, did 
you? 

Mr. Frereuson. Sir? 

Senator Corpon. You did not mean that statement, did you? 
You did not mean to say what you did say? 

Mr. Fereauson. Yes, sir. 

Senator Corpon. Any order made by an inspector is a potential 
case, because the order is made. It does not become a potential case 
because the coal-mine operator fails to comply with it. 

Mr. Fereuson. The mine operator has the right, under the law, 
to appeal any order made by a Federal inspector. 

Senator Corpon. It is the order, then, that makes the potential 
case? 

Mr. Frerevuson. That is true. 

Senator Corpon. And not any failure of his to comply. If he fails 
to comply, there are procedures as to that. 

Mr. Fereuson. The order, of course, of compliance runs to the 
criminal section of the law. What 1 meant to say, if I did not say it 
very well, is that every time a Federal inspector makes a finding, then, 
if there is failure to comply with that, an order is issued which could 
be appealed to the Board. 

I was pointing that out to show we have no control over our caseload. 
And, if the Bureau makes 2,000 findings, I repeat that there are po- 
tentially 2,000 cases before the Board if there is an appeal from all 
of them. 

SMALL BOARD 


This, of course, is a small Board, one of the smallest, I think in 
Government. The intent of the Congress and the committees and 
the proponents of the bill was not and is not at this time to create any 
large organization here. We contemplate at this time five full-time 
employ ees of the Board, which we believe is an absolute minimum. 
We are presently employing a full-time General Counsel, in the person 
of Mr. John Forsythe; a full-time executive secretary of the Board, 
Mr. Troy L. Back, three Board members, two clerical employees, and 
we are in the process of getting another. 

I think that that generally outlines the duties of the Board; and, 
if there are any questions, I will try to answer them. 

Senator Corpon (presiding). Thank you very much. The matter 
is, I think, clearly in the record. We appreciate your coming and giving 
us a bird’s-eye picture. That will be valuable later on when you come 
back for more money. 
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CIVIL SERVICE COMMISSION 
INVESTIGATION OF EMPLOYEES OF INTERNATIONAL ORGANIZATIONS 


STATEMENTS OF JAMES M. MITCHELL, COMMISSIONER; C. L. 
EDWARDS, EXECUTIVE DIRECTOR; JAMES E. HATCHER, CHIEF 
INVESTIGATIONS DIVISION, AND DAVID F. WILLIAMS, CHIEF, 
BUDGET AND FINANCE DIVISION, UNITED STATES CIVIL 
SERVICE COMMISSION; AND JOSEPH S. HENDERSON, CHIEF, 
DIVISION OF INTERNATIONAL ADMINISTRATION, DEPART- 
MENT OF STATE 


AMOUNT REQUESTED 


Chairman BripGes. Next we have the Civil Service Commission. 

Mr. Mitchell, you asked for a million dollars for investigations in 
connection with employment of United States citizens by international 
organizations? 

Mr. Mircue.u, Yes, sir. 

Chairman BripGces. Do you have a prepared statement ? 

Mr. Mireneuu. Yes. It is short, Mr. Chairman. If you would 
like me to read it, I will. 

Chairman Brings. | would like to make it part of the record, and 
then have you highlight it for us if you will, please. 

(The statement referred to follows:) 


STATEMENT BY JAMES M. Mitcne_t, Commission~erR, Unirep Srares Civil 
SERVICE COMMISSION 


Mr. Chairman and members of the committee, the second supplemental 


appropriation bill, 1953 (H. R. 3053), as passed by the House, February 19 
1953, includes $1,000,000 for the Civil Service Commission for financing certain 
investigations to be made under Executive Order 10422 signed by the President 
on January 9, 1953. This Exeeutive order sets forth the standards and pro- 
cedures for making available to the Secretary General of the United Nations 
and also to the executive heads of other international organizations certain infor- 
mation concerning United States citizens employed, or being considered for 
employment, by such organizations. The order is primarily concerned with the 
screening of these employees or prospective employees, and with placing in the 
hands of the heads of such organizations information which will make it possible 
for them to come to a decision as to whether such individuals are, haye been, 
or are likely to be engaged in subversive activities against the United States 
Government 

Under this Executive order investigations are to be made by both the Civil 
Service Commission and the Federal Bureau of Investigation. The Federal 
Bureau of Investigation will conduct a full field investigation in all cases involving 
employment on the internationally recruited staff of the United Nations or other 
international organizations. These are the professional employees, generally 
The Civil Service Commission will conduct a full background investigation in 
all cases involving employment on the locally recruited staff; that is, the non- 
professional employees of the United Nations or other international organizations 

rhe Executive order provides that the results of all investigations will be made 
available through the Seeretary of State to the Secretary General of the United 
Nations or the executive heads of other international organizations of which the 
United States is a member. In that connection I would like to emphasize that 
it is not the function of either the Civil Service Commission or the Federal Bureau 
of Investigation to make decisions as to whether the person investigated shall be 
retained on the job or be given further consideration for employment. That is a 
matter for decision by the Secretary General of the United Nations or the head 
of the international organization concerned 

The appropriation request included in the bill as passed by the House provides 
for the establishment of an appropriation for the Commission by transferring 
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es 


inds from the appropriation ‘International information and educational activi- 
s,”’ Department of State Appropriation Act, 1953, in the amount of $1,000,000 
indicated in the President’s letter transmitting this appropriation request 
is amount will not cover the full costs of the program for the current fiscal year 
iis is evident, as indicated on page 5 of the justification material before you, 
ym the application of the estimated case costs of investigations to be made to 
e number of employees currently on the rolls. However, it was considered 
sential that some financial resources be made available as quickly as possible 
order that the directives of the Executive order be implemented promptly 
is anticipated that as soon as reliable information can be developed regarding 
he total financial requirements of the program for the balance of this fiscal year 
id for the fiscal vear 1954, further recommendations will be made to the Congress 
We have with us today representatives of both the Civil Service Commission 
ind the State Department, and we shall be pleased to discuss with you further 
aspects of the program in whatever detail the committee may desire. 


Mr. Mircuevyi. Well, as you have indicated, this bill has already 
been passed by the House to give us a million dollars to conduct 
investigations of United States citizens for employment by interna- 
tional organizations. Some of the work will be done by the FBI and 
some by the Civil Service Commission. 

The Executive order provides that the present loyalty board 
machinery will be used for appeals. 

Chairman Bripees. I think we might have a copy of the Executive 
order placed in the record. 

(The Executive order referred to follows:) 


yuld 


wna 


EXxEecuTIVE OrpER No. 10422—PreEscrisinc ProcepURES FOR MAKING AVAIL- 
ABLE TO THE SECRETARY GENERAL OF THE UNITED NATIONS CERTAIN INFORMA- 
rion CONCERNING UniTepD States Citizens EMPLOYED OR BEING CONSIDERED 
FOR EMPLOYMENT ON THE SECRETARIAT OF THE UNITED NATIONS 


WuerEas the United States has ratified the Charter of the United Nations and 
is participating in the activities of the United Nations by virtue of the ratification 
of the said Charter (59 Stat. 1031), and of the authority granted by the United 
Nations Participation Act of 1945 (59 Stat. 619); and 

Wuereas a Commission of Jurists has advised the Secretary General of the 
United Nations that he should regard it as of the first importance to refrain from 
employing or to dismiss from employment on the Secretariat of the United Nations 
any United State citizen who he has reasonable grounds for believing has been, 
is, or is likely to be, engaged in espionage or subversive activities against the 
United States; and 

Wuereas the Commission of Jurists has also advised that the United States 
should make available to the Secretary General information on which the Secretary 
General can make his determination as to whether reasonable grounds exist for 
believing that a United States citizen employed or being considered for employ- 
ment on the Secretariat bas been, is, or is likely to be, engaged in espionage or 
subversive activities against the United States; and 

Wuereas the Commission of Jurists has further advised that the independence 
of the Secretary General and his sole responsibility to the General Assembly of 
the United Nations for the selection and retention of staff should be recognized 
by all Member Nations; and 

WueEREas the Secretary General has declared his intention to use the conclusions 
and recommendations of the opinion of the said Commission of Jurists as the basis 
of his personnel policy in discharging the responsibilities entrusted to him by the 
Charter and staff regulations of the United Nations; and 

WueEREAs in the participation by the United States in the activities of the United 
Nations it is in the interest of the United States that United States citizens who 
are employees of the Secretariat of the United Nations be persons of the highest 
integrity and not persons who have been, are, or are likely to be, engaged in 
espionage or subversive activities against the United States; and 

WHEREAS it is in the interest of the United States to establish a procedure for 
the acquisition of information by investigation and for its transmission to the 
Secretary General in order to assist the Secretary General in the exercise of his 
responsibility for determining whether any United States citizen employed or 
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being considered for employment on the Secretariat has been, is, or is likely to be 
engaged in espionage or subversive activities against the United States; and 

WHEREAS such procedure should afford opportunity for hearing to any United 
States citizen employed or being considered for employment on the Secretariat 
as to whom an investigation discloses derogatory information, so that the perso: 
affected may challenge the accuracy of any such information; 

Now, THEREFORE, by virtue of the authority vested in me by the Constitutior 
statutes, and treaties of the United States, including the Charter of the United 
Nations, and as President of the United States, it is hereby ordered as follows: 


PART I. INVESTIGATION OF UNITED STATES CITIZENS EMPLOYED OR BEING CON 
SIDERED FOR EMPLOYMENT ON THE SECRETARIAT OF THE UNITED NATIONS 


1. Upon the receipt by the Secretary of State from the Secretary General of th 
United Nations of the name of and other necessary identifying data concerning 
each United States citizen employed or being considered for employment by th 
United Nations, there shall be an investigation of such person in accordance with 
the standard set forth in Part II of this order. 

2. The Secretary of State shall forward the information received from the Sec- 
retary General of the United Nations to the United States Civil Service Commis- 
sion and the Commission shall conduct a preliminary investigation. 

8. ‘Lhe preliminary investigation conducted by the Civil Service Commission 
of any such person shall be made at all available pertinent sources of information 
and shall include reference to: 

(a) Federal Bureau of Investigation files. 

b) Civil Service Commission files 

c) Military and naval intelligence files as appropriate. 

d) The files of any other appropriate Government investigative or intelligence 
agency 

(e) The files of appropriate committees of the Congress. 

f) Local law-enforcement files at the place of residence and employment of 
the person, including municipal, county, and State law-enforcement files. 

g) Schools and colleges attended by the person. 

h Former employers of the person. 

References given by the person. 

J Any other appropriate source, 

1. Whenever information revealed with respect to any such person is derogatory, 
within the standard set forth in Part II of this order, the United States Civil 
Service Commission shall forward the information to the Federal Bureau of In- 
vestigation, and the Bureau shall conduct a full field investigation of such person: 
Provided, That in all cases involving a United States citizen employed or being 
considered for employment on the internationally recruited staff of the United 
Nations, the investigation required by this Part shall be a full field investigation 
conducted by the Federal Bureau of Investigation. 

5. Reports of full field investigations shall be forwarded through the United 
States Civil Service Commission to the appropriate Regional Lovalty Board of the 
Civil Service Commission. Whenever such a report contains derogatory infor na- 
tion, under the standard set forth in Part Il of this order, there shail be made 
available to the person in question the procedures of the Civil Service Regional 
Loyalty Board (including the opportunity of a hearing) and the right of appeal to 
the Commission’s Loyalty Review Board, in like manner as provided for with 
respect to eraployment with the executive branch of the Government of the 
United States under Executive Order No. 9835 of March 21, 1947, as amended. 
The Regional Loyalty Board, or the Lovalty Review Board on appeal, shali 
transmit its determinations, together with the reasons therefor stated in such 
detail as security considerations permit, to the Seeretary of State for transmission 
to the Secretary General of the United Nations for his use in exercising the 
responsibility with respect to the integrity of the personnel employed by the 
United Nations imposed upon him by the Charter of the United Nations and the 
regulations established by the Genera! Assembly, and in light of the Report of the 
Commission of Jurists 

fi. At any stage during the investigation or loyalty board proceeding the Seere- 
tary of State may forward to the Secretary General, in as much detail as the 
investigative and lovaltv review ayencies determine that security eonsiderations 
will permit, the derogatory information disclosed by investigation. This shall! he 
for the purpose of permitting the Secretary General to deternine whether or not 
he should take interim action with respect to the employee prior to the completion 
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of the procedures outlined in this order. The making available of any such 
information shall be without prejudice to the right of full hearing and appeal as 
provided for herein. 

7. The Secretary of State shall notify the Secretary General in all cases in which 
no derogatory information has been developed. 


PART II. STANDARD 


1. The standard to be used by a Regional Loyalty Board or by the Loyalty 
Review Board on appeal, in making an advisory determination 2s provided for in 
paragraph 5 of Part I of this order with respeet to a United States citizen who is 
an employee or is being considered for employment by the United Nations, shall 
be whether or not on all the evidence there is a reasonable doubt as to the loyalty 
of the person involved to the Government of the United States. 

2. Activities and associations of a United States citizen who is an employee or 
being considered for employment by the United Nations which may be considered 
in connection with the determination whether or not on all the evidence there is a 
reasonable doubt as to the loyalty of the person involved to the Government of 
the United States may include one or more of the following: 

(a) Sabotage, espionage, or attempts or preparations therefor, or knowingly 
associating with spies or saboteurs. 

(b) Treason or sedition or advocacy thereof. 

(c) Advocacy of revolution or force or violence to alter the constitutional form 
of government of the United States. 

(d) Intentional, unauthorized disclosure to any person, under circumstances 
which may indicate disloyalty to the United States, of United States documents or 
United States information of a confidential or nonpublic character obtained by 
the person making the disclosure as a result of his previous employment by the 
Government of the United States or otherwise. 

(e) Performing or attempting to perform his duties, or otherwise acting, while 
an employee of the United States Government during a previous period, so as to 
serve the interests of another government in preference to the interests of the 
United States. 

(f) Membership in, or affiliation or sympathetic association with, any foreign or 
domestic organization, association, movement, or group or combination of persons, 
designated by the Attorney General as totalitarian, fascists, communist, or sub- 
versive, or as having adopted a policy of advocating or approving the commission 
of acts of force or violence to deny other persons their rights under the Constitu- 
tion of the United States, or as seeking to alter the form of government of the 
United States by unconstitutional means. 


PART III, OTHER INTERNATIONAL ORGANIZATIONS 


The provisions of Parts I and II of this order shall be applicable to United States 
citizens who are employees of, or are being considered for employment by, other 
public international organizations of which the United States Government is a 
member, by arrangement between the executive head of the international organiza- 
tion concerned and the Secretary of State or other officer of the United States 
designated by the President. 

Harry 8, Truman. 

Tse Wuire Hovss, 

January 9, 1968. 


INVESTIGATION OF PRESENT EMPLOYEES 


Chairman Bripges. You may proceed, sir. 

Mr. Mircne.i. We are unable to say at this time what the com- 
plete financial requirements will be for this program, but we estimate 
that it will take a little over a million dollars to conduct the investiga- 
tion for present employees. 

Chairman Bringes. Then it will decrease? 

Mr. MircHe.t, Yes, sir. 

Chairman Brinces. Because then you will only be called upon for 
the replacements? 


29998—53-——_15 
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Mr. Mircue.t. Yes, sir. And the rough division between the 
investigations will be that the Civil Service Commission will conduct 
the investigations for employees in the locally recruited staff, or the 
nonprofessional employees, and the FBI will conduct all of the in- 
vestigations for the professional staff, or the so-called internationally 
recruited staff, 

We have worked out the workload pretty carefully, and it is quite 
clear that there will be about an even division, certainly at the be- 
ginning, 

DETERMINING OFFICIAL 


Chairman Brinces. After you have made the investigations of 
these American officials in the United Nations, who determines 
whether the disclosures or information brought about as the result of 
the investigation warrants their dismissal or retention? 

Mr. Mircneti. The head of the oo agency determines 
that, sir. That is, Mr. Lie, in the United Nations. 


PROCEDURE 


Chairman Bripces. What would be the procedure? 

Mr. Mircneii. We submit the facts te the State Department. 
And they, in turn, transmit them to the Secretary General of the 
United Nations, or to the head of the United Nations organization 
concerned. 

Chairman Bripces. They are submitted to the State Department, 
and are then transmitted to Mr. Lodge, our representative there? 
Or to the Secretary General? 

Mr. Mireneny. Well, presumably through Mr. Lodge’s office, I 
would say. Mr. Henderson, is that correct? 

Mr. Henperson. That is correct. 

Mr. Mireneii. Mr. Henderson is here from the State Department. 

Chairman Bripces. Have any of them been submitted yet? 

Mr. Henperson. No, sir. About 1,600 of the 1,800 Americans 
have completed forms, and the forms have been received, but there 
has not been, Senator, any returned information yet, under the 
Executive order. 

Chairman Bripces. How far have you gone with the program? 

We have heard a great deal of information about some of the em- 
ployees of the United Nations. How thorough are you going into 
this? Are you going into a regular FBI investigation of these indi- 
viduals? 

TYPE OF INVESTIGATION 


Mr. Mircnett. We will make the same kind of investigation for 
the locally recruited staff, so-called, that we make on the United 
States employees, and the FBI will make the regular full field investi- 
gation on all professional employees. So it will be a thorough inves- 
tigation. 

And then there is appellate machinery, as I said, Mr. Chairman, 
under which the employee, or the applicant, can appeal, through our 
loyalty boards, and then that information will be sent to the head of 
the United Nations, and he makes the decision. 

Chairman Bripges. Does he have absolute freedom of action? 

Mr. MitcuHe... Yes, sir. 
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FINAL DETERMINATION 


Chairman Bripces. Who has the final say, the Secretary General, 
or the United States Government? 

Mr. Mircueui. The Secretary General of the United Nations has 
the final say. But we indicate, you see, when we submit this informa- 
tion to the Secretary General, whether or not this person meets the 
standard that we require for our employees. 

Senator Ferauson. Well, are you going to give them the data? 

Mr. Mircue.i. We are going to give them part of the data, 
senator. 

Senator Frrauson. I have talked to Lie on this proposition, but 
all I could learn from him was that unless you give him the information 
it is going to have no results. Your conclusions will not persuade him. 

Mr. Mircuetyt. We intend to give him the information, but we do 
not feel that we can turn over the complete FBI investigations to him, 


rOTAL PERSONNEL TO BE INVESTIGATED 


Senator Ferauson. Well, there is a difference between turning over 
the complete FBI investigation—I do not think he will ask you for 
names and addresses. But there should be sufficient data. 

How many personnel will have to be investigated, that you want 
a million dollars for? ; 

Mr. Mircneni. About 3,400, Senator. 

Senator Frerauson. Do you think it will cost a million dollars to 
investigate 3,400 people? 

Mr. Mircue ty. Yes, sir. 

Senator Fereuson. Is it not true that practically all of those have 
already been investigated by the FBI? 

Mr. Mrrenevi. No, sir; I don’t think so. I think some of them 
have. 

Senator Fmrauson. Have not many of them? Put it that way. 

Mr. Mrreneiy. Do you know Mr. Hatcher? Mr. Hatcher is Chief 
of our Investigations Division. 

Mr. Hatcher, do you want to cover that? 

Mr. Hatcuer. I am sorry, Senator, but I don’t know what per- 
centage. These cases have just begun to arrive. 

Senator Fercuson. Then how do you know it is going to take 
a million dollars between now and the Ist of July? 


BASIS FOR REQUEST 

Mr. Mircnett. We know that it costs us $230 to investigate 
these nonprofessional persons. We know it costs the FBI, from 
the figures they give us, a little over $500 for one of their full field 
investigations. If we take the number of persons who are locally 
recruited, that is, the people we will investigate, which is 1,878, and 
multiply that by $230, and take the 1,575 that the FBI will investigate, 
and multiply that by $500, it comes to about $1,300,000. Now, we 
know that, as you said, there have been some previous investigations. 

Senator Fsreuson. Most of these people have worked for the 
Government. 

Mr. Mircue.i. Many of them have, yes. 
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Senator Ferauson. Well, I would say most of them worked for 
the Government. Investigations have been made on them. 

Senator McCuietian. Pardon me. I did not get the number of 
the people that will be investigated by the FBI. 

Mr. Mircnex. 3,400 total. 

Senator McC.eiian. I am talking about number of persons. 
You are going to investigate in Civil Service 1,858. What is the 
number for the FBI? 

Mr. Mircuewy. 1,575. 

Senator McCie.itan. Thank you. I just wanted to get that 
figure. 

INVESTIGATIVE PROCEDURE 


Senator Fercuson. If a man has already had a field investigation, 
or an investigation, and that is 2 or 3 years old, you just investigate 
from that time on? 

Mr. Mircuet.. Yes, sir. We just bring it up to date. 

Senator Frercuson. Are you going to investigate for loyalty? Or 
are you going to investigate for security? 

Mr. Mircne.y. We are going to investigate for loyalty. 

Senator Fercuson. | thought the President had’ done away with 
the question. 

Mr. Mircne.ti. That program is under consideration now. Mr. 
Hatcher just reminds me that there will also be security information 
there, of course, that will be made available to the Secretary General 
of the U 

Senator Ferauson. Well, now, is the President still having investi- 
gations made on loyalty, or security? Which? 

Mr. Mircuetu. Both. They will be both included. We don’t 
know what the new program is going to be, Senator. 

Senator Frrxauson. That is what I want to know, about the new 
program. That is what I am talking about. 

Mr. Mircue.u. We don’t know, exactly. 

Senator Ferauson. Is the new program going to be on the loyalty 
question? 

PROGRAM TO COVER LOYALTY AND SECURITY 


Mr. Mircue tw. It will cover both loyalty and security. 

Senator Fercuson. You see, the difficulty with the word “loyalty”’ 

we find that the person using that word thought if a person was 
disloyal he was therefore guilty “of treason, and if you could not find 
acts that made him guilty of treason, he was not disloyal. You 
could not be guilty of treason right now, because we are not in a de- 
clared war, at least. And as the Constitution defines treason, you 
cannot have a disloyal person, under the definition that so many 
people put on the word “loyalty. 

Mr. Mnrcuety. That is why I think the new program is being 
developed now. 

COST OF PROGRAM 


Senator Fereuson. Well, that new program comes along the line 
of fitness and security. It will still cost how much? 

Mr. MircHe.u. $230 for each investigation that we make, and 
$500, approximately, for each investigation that the FBI makes. 
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Senator Ferauson. Why do we have such a great difference? 
Mr. Mircuety. Mr. Hatcher, as I said, is Chief of our Investiga- 
tions Division. Maybe you can give us that, Mr. Hatcher. 

Mr. Harcuer. I would be glad to do that. I can tell you, Senator, 
what we do, but I am sorry T can’t tell you just what the FBI does. 

We investigate, beginning with the dete and place of birth. Then 
we check the various places of employment, education, local police 
records, neighborhoods, and then, of course, all of these Government 
subversive files, intelligence files. 

Beyond that, what the FBI does, I am sorry I can’t say. 

Senator Fereuson. But you do know what it costs you on these 
loyalty investigations? 

Mr. Harcuer. Yes, sir. 
Mr. Mircne.y. There is one further fact, Senator. 





















POSSIBILITY OF WASTE 














Senator Frrauson. You see, here is the difficulty. I wish you 
would at least take this up with Ambassador Lodge, as to whether or 
not we are going to waste this money; whether, after they get these 
investigations, they are not going to pay any attention to our investi- 
gation. There is some evidence, or was some evidence, when we were 
told, i in connection with our hearings up in New York, that that is what 
had taken place in the past. I was not sure of that. I think much 
neglect was involved on the part of the State Department. But at 
least their contention was that all the work that had been done was of 
no value to them. Therefore they didn’t act on it. Now, if they are 
going to do the same thing, we will spend a million dollars here and 
get absolutely no results. 

Mr. MircHe.yu. Well, we will certainly take that up with Ambas- 
sador Lodge. I will guarantee that. 

Senator Ferauson. We discussed this, as a committee, with Mr, 
Lie. And they have certain things, and if they are not going to do 
anything about your investigations, why spend the money? 

Mr. Mircue ui, Mr. Henderson would like to make a comment. 
























CONTEMPLATED UN ACTION 





Mr. Henperson. Senator, the second part of the Seventh General 
Assembly of the UN is just opening today, sir, and one of the principal 
items on the agenda is a report made by Mr. Lie in which he pro- 
poses, as a matter of personnel policy, to remove from UN employ- 
ment any person about whom there has been a finding which is 
sufficient, in his judgment, to support a finding of either being engaged 
in or likely to be engaged in, subversive activities against his own 
government. It is our hope and expectation that the General Assem- 
bly will approve Mr. Lie’s report. And I believe, sir, that that 
approval would, then, clear away some of the doubts he had before, 
together with this evidence being made available to him. 

Senator McCLe.uan. May I ask a question at that pomt? Do we 
defer to Mr. Lie’s judgment regarding our own employees, or do we 
have a right to remove them? 

Senator Ferauson. These are not our own employees. These are 
United Nations employees. 
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employees in the strictest sense. 





AUTHORITY OF SECRETARY GENERAL 






Mr. Mrrcne.u. They are United States citizens. And it is true, 
[ think, Senator, that the charter of the U. N. does give the Secretary 
General the authority to remove. But I think he has pretty clearly 
stated that he intends to conform to the standards that we set for 
our own people 

Senator McCietian. What fT am trying to determine: I am just 
trying to get the responsibility here and whether it is divided authority 
or where the authority is. Suppose, as a result of vour investigation, 
it is clearly indicated that a person is not suitable to serve as an 
employee of that organization from the United States standpoint. 
Then we have no authority, as I understand it, to discharge him. We 
have to appeal to the President of the General Assembly. Or the 
Secretary General. 

Mr. Mrircnety. The Secretary General; ves. 

Senator McCLe.uan. Is that correct? 

Mr. MircHett. Legally, that is correct. 

Senator McCuievuan. I just wanted to find out what situation 
we are in. 

Senator Cnaavez. Why should your agency or the FBI or the Con- 
gress pass that responsibility to Mr. Lie to pass judgment on an 
American citizen? What is the idea of it? 

Mr. Mrrcnexy. Well, I think the reason was that, of course, the 
United Nations organizations do have sizable staffs. I don’t know 
what the exact figures are. But, under their charters, each one of 
these executive heads of the various United Nations organizations 
was given the authority to hire and fire their personnel. And I 
think that that is the reason for it. In other words, he can fire an 
employee who comes from another country just as he can fire someone 
who is recruited from the United States. 

Senator McC iexuan. Right at this point: Suppose, as result of 
your investigation, or an investigation of the FBI, those representing 
the United States concluded that the employee was not suitable, or 
was disloyal, and maybe recommended his discharge. If Secretary 
General Lie declined to discharge him, then we would have no alterna- 
tive, would we, other than to accept his decision? 

Mr. Mrircne tu. I think the Secretary General could refuse. But 
as Mr. Henderson pointed out, the Secretary General is recommending 
to the General Assembly, which is now meeting, that he be given 
authority. 

Senator McCLe.uan. In other words, we are getting this worked 
out to where he is going to follow the wishes of this Government. 

Mr. Mircueiy, Exactly. 

Senator McCLe.uan. That is all right. 

Senator Ferauson. That is all that I had in mind: that I wanted 
to be sure that, when we had a report made, he would use that kind 
of report, and not say, ‘‘Well, it is not sufficient; it is only conclusions; 


and, therefore, I will not act on it.’’ Then we would have wasted 
this million dollars. 


Mr. Mircneii. That is right. 




























































































































































Senator McCietian. Well, I understand. Actually they are our 
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Senator Frreuson. You have had conferences, and so you know 
what you are doing. 
Mr. Mircue uy. Yes, sir; we have, 


CLARIFICATION OF PROCEDURES 


Senator Dirksen. Mr. Chairman? 
As I understand this Executive order, the Secretary General of the 
U. N. first has to transmit to the Secretary of State the name of some- 
body who is either employed or is likely to be employed, and give 
them what fortifying data may be available? 
Mr. Mircue.u. He fills out forms that we supply. 
Senator Dirksen. And then the Secretary of State transmits that 
to the Commission? 
Mr. Mircue i. To the Commission, or to the FBI. 
Senator Dirksen. In certain circumstances to the FBI? 


Mr. MircHe.uu. Yes. 





TOTAL EMPLOYEES 





Senator Dirksen. Now, as I remember the findings of the Internal 
Security Subcommittee and the Judiciary Committee, there were 
about 340 so-called professional or top-level employees in the U. N. 
who were American citizens, and about fifteen or sixteen hundred 
that probably for want of another name one might call second-nation 
employees. 

Now, first let me ask you: How long would it take to investigate 
340 top-level people? 

Mr. Mircue.yi. That will be done by the FBI. Maybe Colonel 
Hatcher could give us an estimate. 

Mr. Harcuer. Well, I should estimate that it would require about 
2 months, Senator. 

Senator Dirksen. You mean to investigate all of them? 

Mr. Harcuer. Yes, sir. 

Senator Dirksen. And how long would it take to do this job on the 
fifteen or sixteen hundred? 

Mr. Mrircuei. The figures are 450 of the professional staff, 
Senator, and 1,240 of the locally recruited. As you know, there are 
other United Nations organizations. 

Senator Dirksen. Well, you have some clerks, elevator operators, 
messengers? 

TO COMPLETE JOB 


ESTIMATED TIME 





Mr. Mircue.u. They are included in this 1,200. 
Now, Mr. Hatcher, how long would it take us to do that job? 

Mr. Harcuer. Well, my estimate is 2 months. I mean, by that, 
2 months from the time we get the particular case or the time the 
Bureau gets the particular case. 

I think that this number is not so great but that the investigations 
can be completed at that rate. 

Senator Dirksen. Now, about this second-echelon group: What 
information have you got in the files on them now? Or, for that 
matter, the top group also. 

Mr. Mrrcue.v. In our files? We don’t have information in our 
files. That is the Civil Service Commission. 
































































230 SECOND SUPPLEMENTAL APPROPRIATION BILL, 1953 












Senator Dirksen. Well, the singular thing about it is that, as I 
went over that list recently, it seems to me nearly everybody who got 
caught by the McCarran committee had worked for the Federal 
Government. 

Mr. Mircue.y. Oh, I see what you mean. Iam sorry. I thought 
you meant current, up-to-date information. No; I am sure that we 
would have some information about, of course, any employee that 
had worked for the Federal Government. 

Senator Dirksen. Yes. As a matter of fact, I think the staff 
drew rather generously on what you had in the files, and in some 
cases probably made a case on what you had there. 


Mr. MiTcHELL. Yes. 











































Senator Fercuson. That could not be true, because they would milli 
not show us that out of their files. We had to get it from other sources. this 
Senator Dirksen. Did not your committee get a good deal of that dire 
material out of their files? the 

Senator Ferauson. No; they will never show us a file, no matter that 
how detrimental it is to an employee. You cannot get a word out pro’ 
of them. 

Senator Dirksen. Well, I wonder why we should be wasting money 
on an investigation unless some 1 responsible person in Government can Ss 
get a look at it in the interest of the taxpayer. I would not vote you a yea 
dollar unless I thought we could get a look. of | 

am 
QUESTION OF POLICY N 

Mr. Mircney. That is, of course, a policy question, on which we 
would receive guidance from the White House. 

Senator Fercuson. In the past, though, the guidance has been ¢ 
that you cannot show it. Di: 

Mr. Mrrcne.. If we are told to supply the files, we will supply eit 
them immediately, of course. As far as the investigative material giv 
is concerned, we do have to bring that material up to date. At ha 
least, we think we should. 

And I started to make one additional point: that, in addition to Ay 
the checking on the present employees, there are of course applicants 
being investigated all the time. So, this million dollars which we are ne 
requesting now, if we find that it does not take quite that million 
dollars to check all the present employees, we would use the informa- 
tion on checking applicants who are applying for jobs right now. So, 
this is an underestimate, actually, of what will probably be required. 

But, as Senator Ferguson pointed out, that will be a decreasing m 
load. 

Senator Drrksen. Well, I wanted to respond a moment to the is 
question of Senator Chavez, as to what business it is of ours. I think n 
it is very much our business, because U.N. is here, and if some of our it 
people are going to be engaged in espionage we ought to know it. 

y 
EMPLOYEE CITED t 
Now, I thought it was a terrible thing that this Mrs. Mikail from t 


Chicago should be so tenacious as, over a period of 10 years, to 
finally qualify herself for a Soviet passport without ever having ‘left 
the United States. That is an amazing thing, but she has got a 
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splendid job in the Radio Division up there in Mr. Lie’s outfit; and 
| think we are entitled to know something about her, because she 
has the run of the country. She evidently now practices dual citizen- 
ship, and I would like to know something about her. 

But I think this information is going to have to be available. After 
all, we have to live in a goldfish bowl. Anybody can take a crack at 
you in this business. And I see no reason why somebody who is an 
appointee is not made responsible to the people and to elective officers 
as well. 

Now, I see that this money is to be derived from international infor- 
mational and educational activities. This is a transfer? 

Mr. MrircuHe.u. Yes, sir. You see, we requested the funds, the 
million dollars in the direct appropriation. The House acted to order 
this transferred from the State Department rather than giving us a 
direct appropriation. And we are told by Mr. Henderson, here, that 
the State Department is not planning to request any review of that; 
that they are prepared to transfer immediately, if the Senate ap- 
proves - 


POSSIBLE TRANSFER FROM VOICE OF AMERICA 


Senator Dirksen. Well, they got roughly about $86 million last 
year. So, as I understand this, you are just ¢ going to lift a million out 
of that fund and transfer it for this purpose, which would include 
among other things something out of the Voice of America, I take it? 

Mr. Mircue tt. I don’t know exactly where it comes from. 


AVAILABILITY OF INFORMA'ION 


Senator Cuavez. Mr. Chairman. I would like to follow Senator 
Dirksen’s questioning a little further. Why should not the agents, 
either the committee or the Congress, that appropriate the money and 
give you the money without which you could not carry out this work, 
have the information available? What is wrong with that? 

Mr. Mircnetu. These, of course, are individual personnel files. 
And, as you know, it was the policy of the President. 

Senator Cuavez. Yes, but you are investigating individual person- 
nel files with money recommended by this committee. 

Mr. Mircuett. That is correct. 

Senator Cuavez. Is that not right? 

Mr. Mircuetui. That is correct. 

Senator Ferauson. I think it was all wrong. They get the infor- 
mation and keep it and never use it. 

Senator Cuavez. It appears to me that the only time they want us 
is when they want an appropriation. After that time, we are either a 
nuisance or too ignorant to find out what they did find out. I think 
it is wrong, sir. T am not blaming you for it. 

Senator Macnuson. W ell, what is your opinion about it? Suppose 
you make this investigation, "and somebody up here responsible wants 
to see those files. What is your personal opinion about it? 

Mr. Mitcuety. My personal view is that the information should 
be summarized and made available. I would like to explain. 

Senator Maanuson. No. You have answered. 
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LEGISLATIVE H ISTORY 


Senator Dirksen, Mr. Chairman, I have one other question. 

Just to set up the background, as I recall. the International Informa- 
tion Service originally last year asked for around $160 million. That 
was first pared to $136 million, and the ultimate figure was $86 million. 
as I recall. Roughly, they got about 50 percent of what they asked 
for, but that included some 536 million for transmitters and other 
equipment over in Europe. 

Now, after that tremendous cutback, to m 
Mr. Chairman, that they suddenly « 
million right out. Evidently they 
have in the first place, if money is running around so free and easy. 

Senator Ferauson. You realize this is just the first of the year. 
That is the reason they are not spending it as fast or wasting it as fast. 

Senator Dirksen. But | am going back to the justifications and 
to the rather vociferous though not too persuasive speeches made on 
the floor of the Senate to the point that you were cutting their life- 
blood out if you would take a dollar away from them. So here they 
lift out a million. 

Senator Frerauson. They have been lifting quite a bit out of this 
fund. The other day we took out of this fund, I think, another 
million, and we are going to, instead of in words, put it in concrete. 
in a dam. 

Senator Dirksen. Of course, from what the ( 
tions Committee has seen about the Voice 
could be lifted. 


e it is a little astonishing, 
ome along and just lift another 
got more money than they should 


rovernment Opera- 
, maybe another $20 million 


MASTER FILE 


Senator Smirn. I would like to ask if there is any master file or any 
way of determining what happens to people who are permitted to 
resign. Are they prohibited from going from department to depart- 
ment? Or do they check through civil service? | mean, if per- 
mitted to resign under unusual circumstances. 

Mr. Mircuriy. We try to prevent that. If T may, I would like to 
ask Colonel Hatcher to describe our flagging system. 

Mr. Harcner. Senator. where an individual is dismissed, that is. 
in the executive branch of sovernment, or where he resigns, while 
under investigation. with charges against him, the Civil Service Com- 
mission’s instructions are that the agency report in sufficient detail 
to enable the Commission to know the reason, and we place a flag 
against the individual’s name. Then, when that individual again is 
appointed or proposed to be appointed, we check that file. And in 
the check of the file. the flag is disclosed 

Senator Smrrv. That is if they are dismissed or resign during 
investigation. What happens if they get away before the investiga- 
tion starts? 

Mr. Harcuer. Well. if charges are actually pending against them, 
in other words, if the individual resigns while there is some pending 
charge, regardless of whether an investigation has started, the agency is 


directed to report the facts in sufficient detail to enable the commission 
to know the reason, 
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CHECK ON RESIGNATIONS 


Senator Smiru. If someone resigns, and there is a suspicion against 
him, and a few days later goes over to some other place and gets a 
position, does the other place have to come to you to check that 
tile on why he severed his connection with the first place? 

Mr. Harcuer. Yes. When the individual is pemnrer in the 
other place—this gets somewhat involved, now—if it is a sensitive 
position, the agency is required to check with us be fore appomtment, 
f it is a sensitive position. Then when there is a check, that flag 
will be revealed. If it is to a nonsensitive position, they report it 
vithin 3 days, and then we check the file, and it is revealed. 

Senator McCLetuan. May I follow up there and ask what happens 
when the flag is revealed? Do they get the job or do they not? 
That is the important thing. You say the flag is revealed. That 
does not mean anything, necessarily. 

Mr. Harcner. That would depend upon the information available, 
sir. 

Senator McCie.ian. Well, here is somebody that resigns rather 
than to await the outcome of an investigation with charges against 
him. You have that information that he resigned. Then he goes 
to another agency and applies and gets a job. They report to you 
that they are employing him. You reveal the flag. Then what 
happens? Does he go on and get the job anyway? I want to find 
out whether it is up to the agency, whether this proceeding is effective 
or not, to keep them out. I do not think anyone who resigns under 
fire, under charges, if he chooses to resign rather than face the charges, 
is entitled to another Government job until he clears up those charges. 
That is why I want to see whether that is happening or not under the 
system you have now. 

Mr. Mircne tu. I think we can say that it is, can we not, Colonel 
Hatcher. We are trying to prevent that. 

Senator McCLe.uan. But does just revealing the flag prevent it? 
Or is that agency still enabled to go ahead and employ the person? 

Mr. Harcuer. The flag doesn’t completely prevent it, sir. If we 
do have the information, and the Commission has jurisdiction in the 
case, we place what we call the bar flag in the file. That means that 
individual is ineligible. 

Mr. Mircue.u. He is barred, by that bar. 

Senator McC.Le.uan. But I do not understand. Here is a case 
where charges are preferred against someone. He steps out of that 
agency. That is reported to you. You flag his file. Three days 
later or a month later, he applies to another agency of the Government. 
They employ him. They report to you they have employed him. 
You report back, ‘‘We have a flag on this fellow. He resigned over 
here under charges.”’ 

Do you have any further authority than that? Can the agency 
then go on and employ him anyway? 

Mr. Mircnetyi. Mr. Edwards, our executive director, would like 
to respond to that. 
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REHIRING PROCEDURE 


Mr. Epwarps. Our instructions to agencies are that when they are 
employing a person who has had previous Federal service, they are 
required to check back with the agency where the person was last 
employed. If the agency where he was formerly employed reports 
that he left, either by being removed or by resigning while an investi- 
gation was being made, they are required to obtain prior approval of 
the Civil Service Commission before they may hire him. Those are 
our instructions. And if we find that the person has been improperly 
employed without getting our prior approval, we will require removal. 
We have frequently done that. 

Senator McCiettan. You have done that. I was just trying to 
find out if it was effective. 

Mr. Epwarps. Yes, sir. 

Senator Fercuson. Does the law now require the agency that had 
the charge against him to report back? 

Mr. Epwarps. The instructions are that the agency where he was 
formerly employed will report back immediately. 

Senator Fercuson. What if they do not? 

Mr. Epwarps. Well, I believe, sir, that almost without exception 
they give the facts to the inquiring agency. We did find one situation, 
here, something less than a year ago, where an agency had employed a 
person who had been removed, or at least had resigned while charges 
were pending against him, and through oversight they had failed to 
turn that information over. We required removal of the man and also 
wrote the head of the Department calling attention to the laxity of the 
personnel official who had failed to provide the information, and they 
took rather severe action, I think, against that official. 

Senator Tuyr. How long had the person been employed? 

Mr. Epwarps. How long? 

Senator TuHyr. Yes; how long before it was discovered? 

Mr. Epwarps. A matter of several months in that case. 

Senator Tuyx. In other words, you did not discover it? 

Mr. Epwarps. Yes, sir; we did discover it. 

Senator Turn. Not until several months afterward? 

Mr. Epwarps. Not until we went in on an inspection. That is 
correct. 

Senator Tuyr. What brought about the inspection? 

Mr. Epwarps. One of our regular inspections made of the personnel 
agency’s procedures and transactions. We go in at regular intervals 
and make those inspections. 


YEARLY INSPECTION 


Mr. Mircue.u. We attempt to inspect, Senator Thye, once every 
vear at ieast. Within the limit of our facilities, we think it is up to 
us to go in and inspect the personnel actions that have taken place. 
Sometimes things do get by, and we have to catch them on inspection. 
But, as you recall, the Hoover Commission proposals are that even 
more personnel work be decentralized to the heads of the agencies. 
And under the present system, a great deal has been decentralized, 
and we try to see that the personnel requirements are met through 
inspection. 
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Senator Tuyr. Might I ask this question, Mr. Chairman, then: 

If such an inspection discloses that someone put an employee on 
without proper clearance with your agency, would you proceed, then, 
to report that person to a higher authority? Or would you proceed 
to investigate that person and determine whether that person had 
ideas that were not constructive or inducive to good government? 

Mr. Mitcue.yi. We would not investigate that person; no, sir, 

We would report to the head of his agency that this had happened. 
and then the head of that agency presumably carries the respon- 
sibility for deciding whether or not he should be continued. If it 
so happened that this person,. the person who took the personnel 
action, had been employed, and was still serving his probationary 
period, then the responsibility would be ours. But as long as he 
has completed his probationary period, then it is up to the head of 
the agency to take the action on the basis of our report. 

Senator Dirksen. Mr. Mitchell, when is this work supposed to 
begin? 

Mr. Mircne.u. Immediately. In fact, it has started already, 
Senator, actually. We have gotten approval from the Bureau of 
the Budget to use some of our funds to start work on this program, 
and we have already begun to receive forms, | believe, from the 
United Nations, so that we can start checking. 


PERSONNEL REQUESTED 


Senator Dirksen. Now you want 200 extra people for this job? 
Mr. Mrrcne.y. Actually it will amount to about 200 man-years. 


We will use our present personnel just as much as we possibly can, 
but if we have to put on additional personnel, our estimate is 200 
man-years. 

Senator Dirksen. Well, that will be 400 half-man-years, but for 
round figuring, you figure on a couple of hundred people? 

Mr. Mircue.t. Yes, sir; to get this original job done. It won’t take 
that many to do a continuing job. 


TRAINING OF INVESTIGATORS 


Senator Dirksen. Now, I understand that well over a hundred of 
those will be investigators. Are they available? Can anybody be 
trained within a week or 10 days or 2 weeks to do this kind of a job, 
or have you got investigators? 

Mr. Mircnent. We have a number of investigators, because one 
of our regular responsibilities is, of course, conducting investigations 
for suitability for Federal service. And we have had to hire some 
additional ones because of our recent additional work in connection 
with the Atomic Energy Commission. 

Colonel Hatcher, here, has added a number of persons to the staff, 
and he now has, or did have until recently, regular training courses 
for these men, using FBI assistance. 

Senator Dirksen. Well, when you transfer from regular personnel 
account, you will have to fill up the gaps, of course, in your regular 
personnel setup? 

Mr. Mircuety. There has been some falling off in our anticipated 
workload for this year, because the number of cases that we expected 
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to get from the Atomic Energy Commission have not actually ma- 
terialized. If I am wrong, Colonel, correct me. I am trying to 
answer the Senator’s question. vas) 

So there has been a falling off in that work. And that means that 
as a result we can absorb, we feel, some of this additional work. 

Senator DirkseN. So momentarily this will impede the continuing 
fall off of personnel. 

Senator Smirx. When the FBI starts its work investigating a pro- 
posed employee for the United Nations, do they start with your file, 
to determine whether or not there is a red flag on the man’s or woman’s 
name? 

Mr. Mrrenetu. Yes. The FBI makes a comprehensive record 
check, just as we do, of all of the available files of this kind. 

Senator SMiruH. So that there is a red flag, and you stop. 


Mr. Mircueuu. That is right. 


RECOMMENDATION BY FBI 


Senator McCuie.iian. Does the FBI make a recommendation, or 
write out a conclusion, of its files? 

I understand it does not. It simply makes a report. Do you 
make a determination and make a recommendation with respect to 
your investigation of a particular employee? 

Mr. Mircue.u. Yes, to answer the question correctly. In this 
particular situation the FBI will make its usual investigation. We 
will make ours. Then, after this material is pulled together, the 
present loyalty machinery will go into operation. In other words, the 
person can appeal to the loyalty boards. 

Senator McCuexian. In other words, the loyalty machinery 
evaluates the reports of a” FBI and also of the Civil Service? 

Mr. Mircuecy. Yes, s ° 

Senator McCLEeLLAN. But, as I understand, the FBI does not say 
“We recommend this man.” 

Mr. Mircuey. No. 

Senator McCietitan. Do you make such a recommendation? 

Mr. Mrrene.y. Colonel, how do we handle that? 

Mr. Harcuer. We handle it the same way. We do not make a 
recommendation. 

Senator McCLetian. You just simply state facts as you find them. 

Mr. Harcuer. That is right. 


AGENCY FAILING TO REPORT 


Senator Fercuson. What agency failed to report this one dis- 
charged? 

Mr. Epwarps. The Office of Price Stabilization, failed to report 
to the Commission the fact that they had employed an individual who 
resigned from another agency while under charges. 

Senator Fercuson (presiding). Any other questions? 

Senator Magnuson, Mr. Mitchell, as I understand this, when you 
make this report, you will turn this over to the Secretary General, 
whoever it may be. 
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Mr. Mircne.u. Yes, sir; through the State Department. 

Senator Maanuson. Through the State Department? 

Mr. MirTcHELL. Yes, sir. 

Senator Macnuson. And you . ould have nothing to do with any 
further procedure as to whether the person who was denied employ- 
ment or was dismissed would be told why, or given an opportunity 
to correct an error. All you do is do the investigatory work and 
turn it over. 

Mr. MircuHe uu. Yes, sir; that is correct. 

Senator CHavez. And then the Secretary General makes a final 
determination based on your report? 

Mr. Mircuexu. Yes, sir. That’s correct. 

Senator CHavez. There is no machinery by which some agency of 
the United States can pass on and evaluate your reports? 

















THROUGH LOYALTY MACHINERY 





CLI 


Mr. Mrrenecy. Under the Executive order that now exists, there 
will be clearance through the loyalty machinery. But, as you know, 
Senator, the President is now reconsidering, and we do not know what 
kind of new machinery we are’ going to have. 

Senator Cuavez. I would like to have someone from this country 
pass judgment upon and evaluate your reports and not leave it to 
someone from the UN. That is my opinion only, of course. 

Mr. Mrrcnee. I think that there will be machinery under the 
present and under the proposed systems under which a competent 
agency of the United States will tell whether or not the person, an 
applicant or a present employee, meets the standards which we have 
for the Federal service. 

Mr. Henperson. May I add that within the Department of State 
procedurally this information will be given to the Ambassador, to 
Ambassador Lodge in New York, and it will either be he or someone 
representing him who will take this information to Mr. Lie at the UN. 

Senator Cuavez. I would not mind Mr. Lodge or whoever is there 
representing Uncle Sam and even making a representation to Mr. Lie, 
but I hate to pass it over to Mr. Lie or any Tom, Dick, or Harry out- 
side the United States to pass judgment on an American citizen. 

Mr. Mircue.y. Ambassador Lodge will be in the picture. I don’t 
think there is much doubt about that. 

Senator Smita. Mr. Chairman, I think the information we received 
today concerning this million dollars that can be so easily transferred 
from a fund that we cut and cut and cut last year, is great encourage~ 
ment to those of us who feel that there should be further economy in 
Government. 

Senator Fercuson. And how we were criticized for cutting it. We 
were going to destroy the whole Voice. 

That is all, then. 

Mr. MircHe.t. 





LARANCE 














































Thank you, sir. 
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TENNESSEE VALLEY AUTHORITY 


INGTON REPRESENTATIVE 





REQUESTED 





LANGUAGE CHANGE 






Senator Frrcuson (presiding). TVA? You may proceed, Mr. 
Clapp. 

Mr. Criapp. Mr. Chairman, we are not seeking money in this 
supplemental appropriation bill but seeking a change in the language, 
which fixed a ceiling limitation on the amount of money available to 
us for travel expenses, the so-called 02 account in the objective 
accounts. 

The problem is set forth in two letters to the chairman of this 
committee, one under date of February 9, 1953, to Senator Bridges, 
and a supplementary letter of February 19 to Senator Bridges. 

I should like, if I may, to have those letters constitute my general 
statement for the record. 

Senator Fereuson. They will be inserted as part of the record. 

(The letters referred to follow:) 


















































TENNESSEE VALLEY AUTHORITY, 
Knoxville, Tenn., February 9, 1958. 
Hon. Srytes Brinces, 
Chairman, Committee on Appropriations, 


United States Senate, Washington 25, D. C. 


























Dear Senator Bripces: In response to a request from your commictee, this 
letter explains the request for an increase in the TVA travel limitation included 
in the supplemental appropriation bill which the President sent to the Congress 
on January 10, 1953. The item included for the Tennessee Valley Authority 
would increase from $1,648,275 to $2,000,000 the limitation on travel expenses 
with no increase in appropriations. TVA’s ability to carry out essential work 
during the balance of this fiscal year is contingent upon obtaining this increase 
in the limitation 
































The great bulk of TVA travel expenses is not for administrative purposes. 
About 90 percent of our travel expense is incurred in the construction, operation, 
and maintenance of dams, steam plants, and transmission facilities. Engineers 
from our main offices must make trips to the projects to decide important questions 
of design and construction; key personnel must be shifted from one project to an 
another; inspectors must travel to the plants of our suppliers to see that important 
equipment is manufactured according to specifications ana on scheuule; main- 
tenance crews must travel from central operating centers to the points where 
breakdowns oceur. In building transmission lines—for which about 60 percent 
of our travel money is used—the nature of the work is such that workmen must 
move from place to place as construction progresses step by step. Considerable 
travel is an absolute essential to the type of construction, operations, and main- 
tenance which TVA is doing 

In the President’s budget for 1953, total TVA obligations were estimated at 
some $329 million, of which $2,061,585 was for travel. The program as approved 
in the Supplemental Appropriation Act, 1953, added $150 million to our current 
year’s program; we estimated that about $300,000 in travel would be required 
for the supplemental program, or a total of $2,361,585. The effect of a limitation 
on travel funds was described in my letter of March 22, 1952, to Senator Maybank, 
chairman of the subcommittee in charge of the independent offices appropriation 
and its injurious effects upon efficiency were 
discussed with the subcommittee at our hearings on the regular appropriation 
and on the supplemental. The travel limitation for the vear as amended in the 
supplemental proviced $1,648,275— or less than 70 percent of our requirements. 
It is this figure that we r quest be increased to $2,000,000. 
















































































bill, 1953. The travel limitation 
































STATEMENTS OF GORDON R. CLAPP, CHAIRMAN OF THE BOARD: 
G. 0. WESSENAUER, MANAGER OF POWER; JOHN H. CLARK, 
CHIEF BUDGET OFFICER; AND MARGUERITE OWEN, WASH- 












Ww oul 
daily 


repr 
date 
posi 
indi 
nec 
like 
anc 
we 
tra 
\ 


wa 


He 


th 
on 
liv 
m 


SECOND SUPPLEMENTAL APPROPRIATION BILL, 1953 239 


Early in the fiscal year TVA 1eviewed critically all travel requirements and 
put into effect drastic measures to conserve limited travel funds. Travel to 
manufacturing plants to inspect equipment and to expedite deliveries was reduced 
even though it involved risks which we think are unwise. Travel connected with 
a program to train badly needed operators for new power projects had to be cur- 
tailed. We also have deferred a large amount of maintenance work which will 
ultimately have to be done. Transmission construction has been deferred. The 
limitation has not saved the Government money, but to the contrary, the strenu- 
ous efforts by TVA to live with the travel limitation have resulted in higher 
expenditures, and greater costs to the Government to accomplish the same 
results. Rather than incur the cost of commercial air or train fare, employees are 
iriving TVA cars to distant points, thereby using more time than faster travel 
would require. Where work must be done in the field, employees are making 
daily round trips by car rather than staying overnight at the job. It frequently 
costs $2 or $3 in pay roll and other expense to save $1 in travel funds. 

The results of the travel limitation during the current year illustrate, in part, 
the reason why we believe that limitations on particular objects of expenditure 
such as travel) as applied to TVA often result in a waste of Government money 
rather than accomplishing the intended savings. Last fall we discussed this 
problem as it relates to the travel requirements included in our 1954 budget with 
representatives of the Bureau of the Budget. In a letter from Mr. Lawton 
dated January 6, 1953, the Bureau recognized that TVA is in a somewhat different 
position from other agencies with respect to a limitation on travel expense and 
indicated that TVA might properly present the matter to the Congress. In con- 
nection with our hearings before your committee on the 1954 budget, we should 
like to request that the proposed limitation on travel for next year be removed 
and to present more fully our reasons for this request. In the meantime, however, 
we urge that the limitation for the current year be increased to provide enough 
travel to meet essential needs for the balance of the current vear. 

We shall be very glad to supply any additional information which you may 
want on this matter and to appear before your committee if you desire. 

Sincerely yours, 
Gorpon R. Capp, 
Chairman of the Board. 


FEBRUARY 19, 1953 
Hon. Styies Brinass, 
Chairman, Committee on Appropriations, 
United States Senate, Washington, D. C. 

Dear SENATOR Brinces: In my letter of February 9, 1953, we indicated that 
the supplemental appropriation bill submitted to the Congress by the President 
on January 10, 1953, included an item for TVA which would increase our travel 
limitation from $1,648,275 to $2,000,000. We understand that the House Com- 
mittee on Appropriations, in reporting the bill (designated ‘“‘Second Supplemental 
Appropriation Bill, 1953’’), has reeommended $1,800,000 instead of the $2,000,000 
which had been requested. 

For the reasons set forth in my letter of February 9 the estimate of $2,000,000 
which was included in the bill as submitted to the Congress was a sound one. 
However, because of a change of circumstances which has occurred within the 
past few days, we believe that the $1,800,000 approved by the House will enable 
us to discharge our responsibilities for the balance of the fiscal year. We are 
therefore not appealing the House figure of $1,800,000. 

As indicated in my earlier letter, about 90 percent of TV A’s total travel require- 
ment for the current fiscal vear is for the power program. A major fraction of 
this 90 percent relates to the construction of transmission facilities. The new 
factor which has arisen relates to a revision in the method of compensation of 
employees engaged in transmission construction. 

Under the TVA Act, compensation for laborers and mechanics is required to be 
based on the practices prevailing in the vicinity. In the past, we have paid line- 
men and other skilled mechanics working on transmission construction a per diem 
allowance in recognition of the additional costs they incur while they are away 
from their homes. The allowance for these employees has been limited to 18 days 
at any one location. Last week during the course of annual wage negotiations, 
representatives of these employees demonstrated that present arrangements do 
not conform to prevailing practice among employers in the vicinity. We have 
therefore negotiated a change in our wage agreements whereby TVA will pay such 
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mect 


1anies a flat allowance at a substantially lower rate than at present but 
without the 18-day limitation This change will work to TVA’s advantage as 
well as conform to the employees’ desire to base the payments upon prevailing 
practices. Payments to employees will be no larger than under the present 
system. The basis for payment will be easier for the employees to understand, 
and will permit a smell saving in clerical costs to TVA 

The arrangements which have been negotiated for payments to linemen and 
other mechanies engaged in transmission-line construction are similar to arrange- 
ments which have been in force in TVA with respect to the steamfitters craft for 

veral years. These payments are classified as payments for personal services 
object 01) rather than as travel expenses (object 02) inasmuch as the payment 
floes not depend upon whether employee is in travel status but rather upon the 
oeation of the work. The new arrangements will affect only linemen and other 
mechanics engaged in transmission line construction. They should, however, 
result in a sufficient reduction in expenditures classified under the heading of travel 
to enable TVA to carry out essential work during the balance of the fiscal year 
within the figure of $1,800,000 reported by the House committee 

If your committee wishes to have further information on this matter, we should 
be glad to supply it by letter or to appear before your committee. 
Very truly yours, 

Gorvon R. Criapp, 
Chairman of the Board, 


TRAVEL EXPENSE CEILING 


Mr. Crapp. The House established $1,800,000 as the ceiling on 
travel expense in the language of this supplemental bill. We had 
requested an increase to $2,000,000 from the language of the 1953 
appropriations act which fixed it at $1,648,275. However, between the 
time we appeared before the House committee, and our appearance 
here, some adjustments have been worked out with respect to some 
of the travel allowance arrangements for laborers and mechanics in 
our construction crews assigned to the building of transmission lines 
and substations, which in our judgment makes the action of the House 
setting the ceiling at $1,800,000 compatible with our needs. We are 
therefore not appealing from the House action. 

Senator Frerauson. You can get along with what the House 
granted? 

Mr. Ciaprp. Yés; we are sure we can, sir. 

Senator Fercuson. Any questions? 

Mr. Ciapp. Thank you, sir. 

Senator Fercuson. Are you sure you need all that the House gave 
you? 

Mr. Cuare. If we do not need it, Mr. Chairman, we won’t spend it. 


VETERANS’ ADMINISTRATION 


STATEMENTS OF GEN. CARL R. GRAY, JR., ADMINISTRATOR OF 
VETERANS AFFAIRS; S. M. MOORE, JR., BUDGET OFFICER; 
JOHN D. BAKER, ASSISTANT DIRECTOR, BUDGET SERVICE; 
G. A. KRAMER, LIAISON OFFICER, FOREIGN RELATIONS SERV- 
ICE; AND VICE ADM. JOEL T. BOONE (N. C.) RETIRED, CHIEF 
MEDICAL DIRECTOR 


GENERAL STATEMENT 


Senator Feracuson (presiding). General, we are now ready for the 
Veterans’ Administration presentation. 

General Gray. Mr. Chairman and members of the committee, I 
have a statement here, that I would like to read into the record. It 
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ndicates, in the overall, the feeling and need and necessity which is 
urs In connection with these moneys. And after it has been read, 
have the gentlemen here who have the details if there are any ques- 
ions vou would want to ask. 

In addition to that, I would like to make an additional statement 
it the same time. 

Senator Ferauson. Will you proceed? 
















HOUSE ACTION 








Mr. Baker. Mr. Chairman and gentlemen of the committee. a 
detailed explanation and justification for supplemental appropria- 
tions totaling $384,161,500 for the Veterans’ Administration has been 
submitted to this committee. However. in view of the action taken 
on this request by the House of Representatives it is necessary that 
| define their action into terms of reduced service for veterans. The 
House of Representatives has approved the recommendation of their 
Committee on Appropriations for reductions totaling $57,227,500 in 
our supplemental appropriation request and the following table dis- 
closes the appropriation items upon which these reductions are 
imposed: 


























Revised 


amount 
requested 


Passed by 
House 





Reduction 













iministration, medical, hospital, and domi lliary services 





















General administrative prograr $10, 886, 000 $5, 000, 000 $5, 886, 000 
2. Medical-care program 5, 000, 000 5, 000, 000 
ompensation and pensions 237, 573, 000 237, 573, 000 
Readjustment benefits 125, 418, 000 75, 000, 000 5O, 418, 000 
eterans’ miscellaneous benefits 1, 3M, 000 1, 361, 000 
Servicemen’s indemnity 2, 500, 000 2, 000, 000 500, 000 
ints to Republic of Philippines 1, 423, 500 1, 000, 000 423, 500 









384, 161, 500 326, 934, 000 57, 227, 500 









Senator HaypEN. May I ask the general: Were these amounts ear- 
marked by the House committee? 

Mr. Baker. That is correct, sir. 

Senator Haypen. They are not your earmarking? 

Mr. Baker. No, sir, 

I do not desire to specifically protest the reductions they have im- 
posed on the direct-benefit appropriations, but wish to point out that 
these reductions will necessitate another supplemental request before 
the end of the current year if expected beneficiary loads are realized. 















ADMINISTRATIVE COSTS 





Our request for $10,886,000 to cover additional administrative costs 
due to Publie Law 550 reflects a reduction of $3,074,000 from the 
amount submitted to the Congress on January 10, 1953. I made this 
adjustment voluntarily when I discovered late in January that our 
Public Law 550 trainee load was not developing according to our 
original forecasts. There is no later data upon which to review our 
requirements for this purpose and current indications are that further 
reductions cannot be made unless it is the desire of Congress to (1) 
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slow up our service to returning Korean vet 
(2) eliminate many of the existing VA office 
existing contact services. 


erans or other veterans. 
8, or (3) otherwise curtail 


BUDGET LIMITATION 


The directive published by the Director of the 

on February 3, 1953. provides that the 

cannot be exceeded except with respect 

my interpretation that the additional cos 

of the specific provisions of Public Law 550 constitutes an increase 

fixed by law. Because of the additional workload imposed by Public 

Law 550 which was not foreseen at the time appropriations were 

made for the current year, the Bureau of the Budget authorized the 

Veterans’ Administration to apportion its available funds for adminis- 

trative programs on a deficiency basis anticipating a supplemental 

appropriation of $13,960,000 for these activities, Although the 
$5,000,000 approved by the House of Representatives, together 
with the unobligated balance in this part of the appropriation, ‘Ad- 
ministration, medical. hospital, and domiciliary Services,” as of 
January 31, 1953, would enable the Veterans’ Administration to 
retain its January obligation rate in general administrative programs, 
it would not provide sufficient funds to meet the increasing demands 
On our vocational rehabilitation. loan guaranty and related activities 
brought on by the provisions of Public Law 550. Therefore, unless 
it is the intent of the Congress that we subsidize these programs 
from funds currently needed for contact and other essential activities, 
the additional amount of $10,886,000 requested must be provided. 
If other VA activities must be reduced to meet the increasing needs 
for vocational rehabilitation and loan guaranty, the level of operation 
of most other activities including contact, claims, finance, adminis- 
trative services, and supply at.regional and district offices must be 


Bureau of the Budget 
January rate of obligation 
to costs fixed by law. It is 
ts due to the administration 


curtailed to accomplish the sa vings required, 


EMPLOYEE TRA VEL 


In the presentation previously submitted the Veterans’ Administra- 
tion requested that the limitation on emplovee travel be increased from 
$3,530,700 to $4,316,658. This request was denied by the House Ap- 
propriations Committee. The Veterans’ Administration has received 
severe criticism from congressional committees and other sources on 
humerous recent occasions for its failure to supervise trainees, training 
institutions, and housing activities and yet the supervision expected is 
rendered impossible by the limitation imposed on travel funds. The 
Veterans’ Administration has many emplovees, especially in the voca- 
tional rehabilitation and loan guaranty programs, whose primary duty 
requires extensive and ‘almost continuous travel, In these cases the 
denial of sufficient travel funds completely defeats the possibility of 
fulfillment of the provisions of law. 


ACTION AFFECTING VETERANS 


Public Law 550, 82d Congress, requires the Administrator to take 
specific action such as to discontinue payments to veterans, to refuse 
to enroll veterans and to disapprove courses of education and training 
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for the enrollment of veterans when he finds that the course of educa- 
t'on and training fails to meet any of the requirements of title II, or 
that the educational institution or training establishment offering such 
courses has violated any provisions of that title or fails to meet any 
of its requirements. In order that the Veterans’ Administration may 
properly and effectively carry out these responsibilities, systematic 
surveys involving travel by VA employees must be conducted periodi- 
cally at the se hools and training establishments enrolling veterans in 
courses of education and training for the purpose of assuring compli- 
ance with the provisions of the law. 

Those provisions of Public Law 550 relating to the establishment 
and enforcement of minimum standards of land planning and general 
acceptability greatly increased the need for travel by valuation and 
construction technicians to assure that properties ‘proposed to be 
sold to veterans with GI financing meet minimum property require- 
ments established by this law and designed to assure the soundness 
of the veteran’s purchase and minimize the risk of future loss to the 
Government under the contract of guaranty or insurance. Since 
these newly established standards required by law apply to existing 
properties as well as properties proposed to be constructed and 
detailed plans and specifications are seldom available on individual 
existing properties, it becomes necessary for staff technicians to 
inspect an increasing number of properties. Such standards cannot 
be enforced properly without site inspections. 







FOR KOREAN VETERANS 





EDUCATION AND HOUSING 


As evidenced by the provisions of Publie Law 550, it is the intention 
of the Congress that the Veterans’ Administration be responsible for 
the administration of education and housing benefits to Korean 
veterans. The Veterans’ Administration cannot discharge such re- 
sponsibility unless funds are provided to meet the incre ased require- 
ments incident thereto. I therefore definitely request your favorable 
consideration of the restoration of the amount requested for the 
appropriation, ‘Administration, medical, hospital, and domiciliary 
services,” and the increased travel limitation necessary to accomplish 
the desires of the Congress. 

Senator Ferauson. Do I understand from that last whole para- 
graph that you are only appealing the $5,886,000, and you are also 
appealing the question of travel? 

General Gray. Restriction of travel; that is right, 

Mr. Baker. That is correct. 

General Gray. The truth of the matter, if I might enlarge upon 
those remarks, Mr. Chairman, is that this Public law 550, or this 
Korean law, was passed after the appropriation. 





POSSIBLE DUPLICATIONS 
Senator Ferauson. Is that the same that the Educational Depart- 
ment, Federal Security, is wanting money for? 

General Gray. One portion of the law specifies that they shall give 
us some information and that certain things shall be done through 
their office, or that there be certain things they do through our office. 
I understand that they have been before you for some money for that 


purpose. 
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Senator FerGcuson. They were in today. 

General Gray. Yes. But this proposition is that this entire bill 
and its cost was not known to us, or what the bill would be, at th 
time of the passing of the appropriation act; and as a result it was 
known at the time and recognized that we would come before you with 
a supplemental and be supported by the Executive Office of the Presi- 
dent incident to it. 

Well, we did that, working with the Bureau of the Budget in con- 
nection with the amount that was thought necessary for it. And then, 
as we had a couple or 3 months of experience with the thing, we came 
to the realization that we bad made the estimate too large. We volun- 
tarily reduced our estimate. And now, they have eliminated 
$5,800,000 which has simply got us down to where we haven't got 
anything. 

REDUCTION OF PERSONNEL 


This reduction of personnel, ladies and gentlemen, in connection 
with this chart which I show you, is a constant. Here is the personnel, 
227,000 people, in 1947. And it has gone down steadily. Now, here 
is the personnel going down more steadily for all other activities than 
the operation of hospitals. And that has gone up, by virtue of the 
reason that we have opened 7,850 beds in the period of time between 
that and now. 

OPENING OF NEW HOSPITALS 


And we have additional beds scheduled for opening. 

The next one is Birmingham, on the 22d of March; Durham on the 
19th of April; Syracuse, N. Y., on the 17th of May; West Haven, 
Conn., on July 12; Chicago, West Side, on July 26; and then that is 
to be followed by an addition at Minnesota, Oklahoma C ity, Salisbury, 
Brockton, Pittsburgh, Ann Arbor, Houston, and it is just a con- 
tinously growing necessity for personnel incident to opening these 
hospite als, for which hundreds of millions of dollars have been spent. 
And it is my understanding that you people want them opened. 
But you can’t hire that help and staff of those hospitals and take it 
out of the rest of the personnel that the Veterans’ Administration has, 
because we are down now to the undivisible minimum. And this 
program that we have now before us, frankly, this $5 million is what 
is required for the personnel but doesn’t provide but just 2 items, 
$34 million to pay the States and schools incident to the Korea bill 
and a million and a half for other activities incident to that Korea 
bill, which leaves absolutely no payroll at all for the claims and other 
activities of the Veterans’ Administration. 

Senator Ferauson. Any questions? 


REQUESTS 


Senator McCievian. As I understand, you want a full restoration 
of the $5,886,000? 

General Gray. That is correct, sir; plus a restriction removed from 
moneys for travel. 

Senator McCLe.Luan. At present your restriction is $3,535,700, and 
you want that raised to $4,316,000 plus. 

General Gray. That is correct. 
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Senator McCLeiuan. Or a total of $785,958? 

General Gray. That is correct. 

Senator McCLeLLan. Now, those are the only two items that you 
are contesting, I mean where cuts have been made by the House? 

General Gray. That is true. Because after all is said and done, sir, 
these others are benefits, and it all depends on whether that many 
people show up for that or not. So we may have to come back for 
another supplement if our present guess is not right. 

Senater McCLe.uan. In other words, the others are contingencies. 
These are actual immediate needs, if you are to administer the program? 

General Gray. That is right. And from the standpoint, as illus- 
trated a moment ago, of this V. R. and E. program, the Korean 
veteran, we have got to supervise and see that the schools are doing 
the right thing, that the boys are actually registered, and so forth, by 
operation of law, and yet we haven’t any money to let them do it. 


FURTHER DISCUSSION OF DUPLICATION 


Senator McCLe.ian. I am interested in whether there is any dupli- 
eation between the work of your Administration and the Office of 
Education. 

General Gray. I would say no, sir. 

Senator McCLe.uan. There is not any duplication? 

General Gray. No, sir. 

Senator McCLe.uan. You call upon them for services that are 
peculiarly within the field of education? 

General Gray. That is correct. And I can guarantee you that 
there is no duplication and will be no duplication. 

Senator Magnuson. The Labor Department was up here too to 
ask for an appropri ition under 550, under “ Veterans’ unemployment 
compensation.’’ Is there any duplication there? 

General Gray. No, sir; none whatsoever. 1 know of no duplication 

t all. 

Senator Macnuson. They were the only two that were up here. 

Senator McC.Le.ian. | am not saying there are duplications. 
We are interested in the appropriation and in making certain about 
that. 

SURVEY BY BOOZ, ALLEN & HAMILTON 


Senator Dirksen. General, what was the nature of the survey 
made by Booz, Allen & Hamilton, the management people in Chicago? 
Was that not on general administration of VA? 

General Gray. Yes, sir. 

Senator Dirksen. How much did that survey cost you? 


COST OF SURVEY 


General Gray. In my remembrance, $605,000. 

Senator Dirksen. Where did you get the mone y for that? Was 
that appropriated specifically for that? ? 

General Gray. The Director of the Budget indicated from what 
account that was to be taken, and somebody may remember that. 

Mr. Baker. That is the administrative appropriation for the 
Veterans’ Administration. 
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AUTHORITY FOR SURVEY 


Senator Dirksen. Was there authority for that? 

Mr. Baxwr. It was by virtue of the authority given us by the 
Director of the Bureau of the Budget, yes, sir. 

Senator Dirksen. Was the authority decided in the last regular 
appropriations bill for the year? 

General Gray. It was not cited as an individual item, no, sir. 

Senator Dirksen. Was it justified at any time to the Appropria- 
tions Committee of the House or Senate? 

General Gray. You mean, did I report to you? 

Senator Dirksen. Was there some fortifying information to the effect 
that you were going to employ these management engineers to make 
that survey at that price? 

It looks to me like rather a fancy cost for a management survey. 

General Gray. Mr. Senator, I will admit I took an order from the 
Chief Executive of the Nation and an order from his chief budget 
officer as to what charge I would make against the appropriations, 
and as a result, I did not specifically nor directly advise either the 
House or the Senate that I was making it, because it was so well 
known as to why I was making it and how I was making it. 

Senator Dirksen. Has it been completed and paid for? 

General Gray. It has, sir. 

Senator Dirksen. Has the Comptroller General challenged the 
item? 

General Gray. Not to my knowledge. 


RESULTS OF SURVEY 


Senator Dirksen. What were the results of the survey? 

General Gray. The results of the survey were that they were 
taken into account with a good many other surveys that were made, 
and our own personal and definite and constant study of the situation, 
and finally a report was rendered on it. And from the fundamental 
standpoint, the great difference between what we arrived at and 
recommended be done and what in general the Booz, Allen & Hamilton 
people recommended, was that they discontinue the regional office 
system of organization, and we rejected that theory as to proper 
service to veterans. 

Now, many other things they recommended we had already put 
into effect. As an illustration, the handling of the consolidation of the 
district offices—that was already in effect. They just put that in their 
report because we already had done it. They approved of what we 
had done as a matter of management operation. There were many 
other things that we had already done. There are things that we have 
done since the report was rendered. 

Fundamentally, my proposed plan provides basically for the elimi- 
nation of carrying departmental recognition directly through from the 
Assistant Administrators in Washington into the field, and sets up 
three basic organizations, of which the Medical Department is one, 
under our Chief Medical Director, the Insurance Department is the 
second, under the Deputy Administrator for Insurance, and the third 
is the Veterans Benefits Department, and takes everything else, which 
is now handled in the regional offices. And those three directing heads 
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report to me, and the staff is above, and the operations are all in the 
field. 
Senator Dirksen. Is that all we got for $600,000, General? 
General Gray. Well, I wouldn’t say that that is all we got, no. 


COMPARISON OF REPORTS 


Senator Dirksen. In what respect was the Booz, Allen & Hamilton 
report different from the Hoover Commission Report? 

General Gray. Well, | would be very happy to go into that fully 
with you. 

Senator Dirksen. Well, just in a word. Was it substantially 
different? ” 

General Gray. Yes; it was substantially different from any other 
report rendered. And basically it was different in what I said. 
Booz, Allen & Hamilton took these various activities, like claims, 
and home loan guaranty and these other things and had centers in 
different geographical locations for the handling of those. 

If you haven’t received it, I would be very happy to bring up or send 
up a report showing the whole affair in a graphic chart and showing 
what I rejected and what I accepted and why. 


COPIES OF REPORT 


Senator Dirksen. Oh, I want to see the Booz, Allen & Hamilton 
report. Are not copies available? 

General Gray. Yes, sir. 

Senator Dirksen. Have they been filed with the Budget Bureau? 

General Gray. Yes, sir. Copies were also sent to this committee. 

Senator Dirksen. I want to ask my colleagues on the committee, 
has anybody got a copy of it? 

This is all very mysterious. I would like to see $600,000 worth of 
investigation getting some results. I address that particularly to 
Brother Ellender over there, who has been monitoring investigations 
for quite a while, and I esteem him as quite an expert in that field. 

Are additional copies available? It seems to me every member on 
the committee ought to have a copy. Can we get copies? 

General Gray. This afternoon. 

Senator Toyz. General, what was the economy in the reorganization 
plan you were putting into effect? 

General Gray. I didn’t know you were going to talk about the 
Booz, Allen & Hamilton report, or I would have had that here. 

Senator Youna. I understand copies have been filed with the 
subcommittee. 

Senator Ture. However, you said this amount of money was 
transferred from your administrative fund. And for that reason, if 
that amount of money was transferred and expended for research or a 
reorganization plan, then I would like to know: Did it bring about the 
economy? 

General Gray. Well, Mr. Moore just invited to my attention that 
these were moneys expended from a prior years’ appropriation, and 
not in this appropriation. 

Senator Toyz. You mean that in this fiscal year’s appropriation? 
It was in the 1952 appropriation? 

Mr. Moore. In 1951. 
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Senator Tuyr. However, if it was expended out of that appropri- 
ation, then you must have certain facts and information as to the 
economy that this reorganization brought about. Because you have 
had it in effect for some little time. 

General Gray. What as in effect for some little time? 


REORGANIZATION PLAN NOT IN EFFECT 


Senator Toye. You must have had it in effect. I mean, the reor- 
ganization plan has been proposed. And has it been put into effect? 
General Gray. No. sir, it has not. Because I have not been 
authorized to put it into effect. 
Senator Ture. In other words, 
has not been put into effect? 
General Gray. I have the report of Booz, Allen & Hamilton, and 
it was released at the same time by me with a study plan of what | 
proposed to do in the w ay of reorganization. And ] think that was 
on November the 26th. Am I right in the date? November 26? 
And I presented that to the Office of the President for the Presidents 
approval and permission to go ahead, and I have been told: Stand by 


you just have the proposal, that it 


ANTICIPATED SAVINGS 


Senator Tuyr. What is the anticipated Savings if that 
tion plan goes into effect? 

General Gray. For Booz. Allen & Hamilton, as | remember, it is 
525,000,000 a year, of which $15,000,000 is in one classification and 
>10,000,000 is in the other. And the savings in the $15,000,000 was 
the so-called change from the present regional office system of organi- 
zation to the center type of organization, which |] rejected, because 
it reduced the amount of service by eliminating regional offices from 
States. And I said: That isn’t what we are here for. We are here 
to render service. And we are going to render it by rendering it 
through a one-stop place to handle it. 

Now, the other savings, the $10,000.000 savings—my so-called 
plan, which has been given the name of the Gray plan, is intended to 


save even more than the $10,000.000 that that portion of the program 
contemplated 


reorganiza 


RECOMMEND ATIONS TO PRESIDENT 


Senator McCiettan. Do [ understand the 
tions that are now pending before the Presix 
of the recommendations of this report? 

General Gray. No, sir. ] said it embraced most of the recommen- 
dations, sir, except the so-called centers, or the dissolution of the re- 
gional offices. 

Senator McCLetian. That is three-fifths of it, $15,000,000 of 
saving out of $25,000,000. You disregarded that altogether, so you 
got no benefit from that. 

General Gray. That is right, except to assure myself that that was 
not the thing to do. 

Senator McCieiuan. Except to assure yourself that 
wrong. 

General Gray. That is right. 
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Senator McCuievxan. All right. Then the other $10 million you 
ave taken and implemented so that you think it will actually effect 
ven greater savings than the $10 million. 

General Gray. I do. 

Senator McCietxian. That is the status of it now. 

General Gray. That is it, sir. 

Senator Smiru. General Gray, do I understand that if the money 
pent for the Booz, Allen & Hamilton survey had come through in 
egular order by approval of the Senate, as an earmarked item, this 
leficiency or supplemental request would be $600,000 less? 

General Gray. No, madam. 

Senator Smiru. Then it would have to show up somewhere, would 
t not? If you could simply transfer $600,000 from one fund to 
inother without approval, what is the use of us going through item 

by item, vear by vear? 


SOURCE OF FUNDS FOR SURVEY 


General Gray. Senator Smith, if | understand this thing, and I 
don’t say I do—there is a lot of this financing that I don’t under- 
stand, and I take my advice and counsel from my budget officer and 
the Director of the Budget—I was told, when I asked that very 
specific question and was told to conduct this survey, and I asked, 
“Where am I going to get the money?’’—they told me to use such- 
and-such an item. 

Mr. Baker. Appropriation for administration, hospital and domicil- 
ary services. 


Senator Haypen. For what year? 

Mr. Baker. 1951, sir. 

Senator HAYDEN. So the reduction of $600,000 does not affect the 
sum of money appropriated for this present fiscal vear. 

General Gray. That is correct. 


FUNDS TRANSFER QUESTIONED 


Senator Smitu. That is very interesting, Mr. Chairman. A while 
ago we had someone in here that asked for the transfer of a million 
dollars that we thought it was not possible to find. And they just 
transferred it over, just like that. These people come in, and | have 
very great respect for General Gray, and just tell us that they took 
$600,000 out of one fund and put it into another. I am wondering 
why we worry about item by item. Why do we not just give them 
the full amount and let them determine, if that is to be the procedure, 
what should be spent and when. 

Senator Youna. It seems some can transfer funds and others 
cannot. 

Senator McCie tian. I am interested in another aspect of it. 
Where is the authority for the Director of the Budget to, in effect, 
legislate appropriations? I am not saying this probably was not a 
good idea. Iam not critical of it. The only thing that concerns me 
is that we make appropriations, as pointed out here, for specific pur- 
poses. We find out that the Director of the Budget or the President 
or somebody can say, ‘Well, we do not need all that. We are going 
to divert it to some other use.” 
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PRESIDENTIAL AUTHORITY CITED 


General Gray. Mr. Chairman and members of the committee, I 
have been following what I call competent authority all my life, and 
I was told by what I considered competent authority, the President 
of the United States, to cause this report to be made. When I asked 
him how I was going to pay for it, his credit officer told me how to 
mak’e it. 

Senator Cuavez. This amount was made for a specific purpose. 

General Gray. In the year before. 

Senator Cuavez. In the year before? 

General Gray. That is right. 

Senator Cuavez. And you took it and used it? 

General Gray. At his direction. 

Senator Cuavez. Under direction? 

General Gray. Yes, sir. 

Senator Cuavez. Thereby preventing the other agency from using 
that same amount of money? 

General Gray. That is correct, sir. 

Senator Cuavez. Is that correct? 

General Gray. Yes, sir. 

Senator CHavez. Indicating that they did not need that money, 
then. 

General Gray. It would not have been spent, in my humble 
opinion. 

Senator CHavez. I do not know. 

General Gray. Well, I rise to the point of order that I don’t believe 
I have spent a doggoned cent that isn’t absolutely necessary. I have 
tried not to, I can assure you. 

Senator CHavez. Well, I know, but it would also indicate that you 
had that amount of money extra that you would not have spent, but 
you could have spent it. 

General Gray. I could have spent it, but I wasn’t spending it. 

Senator CHavez. But the point was that you had more money than 
you actually needed, because you were able to transfer this to this 
purpose you were ordered to transfer it to; is that not right? 

General Gray. Yes, sir. 

Senator Cuavez. So you evidently, when the money was appro- 
priated for the original agency, felt it was not needed at that moment. 


UNEXPENDED BALANCES 


General Gray. It was not needed at that moment. We some- 
times cannot always determine to the tenth of a cent how much 
we require when we handle the volume of business that we do, and 
where the laws are passed sometimes even after, or changed after, the 
appropriation has been made. And there are sometimes in all of 
our appropriations when there is some turn-back, as it were, of unex- 
pended balance from the appropriation. But in this particular in- 
stance, this was from the year before’s unexpended balance. 

Senator CHAVEZ. General, these unexpended balances: Are they 
retained by the Veterans’ Administration? 
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General Gray. No, sir, they are returned to the Treasury. 
Senator CHAVEZ. They revert back to the Treasury? 
! General Gray. Yes, sir. 
and Senator CHavez. Have you a comparative table of how much has 
a been turned back, say, in the last 5 years? 
sked General Gray. I would be very happy to provide that for you, sir. 
Senator CHAvez. I wish you would. 
General Gray. I would be very, very delighted to 
(The information referred to follows:) 


ee, 


VW to 


Analysis of adminictration, medical, hospitai and domiciliary services appropriation 
as of June 30, 1947-52 


Unobligated end of fiscal year— Unexpended as of June 30 
eet .. $11, 475, 063 of year shown: 
1948 z ; 10, 187, 603 1949 ve _. $12, 564, 189 
1949 1__. ; 14, 452, 665 1950 ; . 20, 950, 577 
1950_- 4, 585, 122 1951 ‘ 5, 308, 888 
1951 ? _ 28, 211, 798 1952 : , 865, 368 
1962 *..... a-onee ik, O50, TOO 1953 ; ane 5 27, 277, 908 
1954___. nied ‘ 3, 507, 667 

1 Reappropriated for fiscal year 1950. 

2 Includes $10,000,000 covered into Treasury, Public Law 253, Nov. 1, 1951. 

*? Reappropriated for fiscal year 1953. 

4 These amounts reverted to Treasury on dates indicated. 

t Estimated. 


QUESTIONABLE DIVERSION OF FUNDS 


Senator McCietian. General, my statement was not intended to 
reflect on you. Probably any member of this committee would have 
done the same as you did under the same circumstances. What I am 
questioning is the system or lack of system that permits the Director 
of the Budget simply to divert funds that the Congress has appro- 
priated for one purpose to another purpose that the Congress has not 
had an opportunity to pass upon. 

General Gray. Well, Mr. Senator, I must admit to you that I had 
somewhat the same doubts when I said, ““Where in the Sam Hill am I 
going to get the money to pay for this?”’ 


GRANTS TO REPUBLIC OF THE PHILIPPINES 


Senator Youna. I notice one item here, grants to the Republic of 
the Philippines. What was that money for? 

General Gray. Mr. Kramer? 

Mr. Kramer. Mr. Chairman, that is to be used for reimbursing the 
Republic of the Philippines for bospitalization under Public Law 865, 
which was passed by the 80th Congress. These are Philippine Army 
veterans of World War II, all of whom served prior to 1946, and prior 
to the independence of the Philippines. 

I believe in the hearings that were held on the above legislation it 
was brought out that these people, while they didn’t ac tually serve in 
the United States Army, served with the United States Army under 
the President’s Executive order of July 26, 1941. They were brought 
in somewhat analogously to the way in which National Guards were 
brought in from the various States. The »y were, of course American 
subjects at the time of their military service. 
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COMPARISONS OF COSTS FOR CARE OF VETERAN 


Senator Younc. What is the cost of taking care of a Philippin: 
veteran as against an American veteran? 


Mr. Kramer. The cost in the Philippines now is running approxi- 


mately $9 a day. Here in the United States, I am not prepared t 
say, Perhaps Admiral Boone or someone can tell exactly what th 
cost is here for those in our hospitals. 

Senator Youne. Does anyone have that here? 

Admiral Boone. $18.47 per day for G. M. and S. patients. 

Mr. Kramer. It would be approximately half, then, sir. 


TOTAL PHILIPPINE VETERANS 


Senator Younc. How many Philippine veterans do we have to 


take care of? 

Mr. Kramer. As of December 31, 1952, we had around 874. That 
number is growing some. The program did not get underway until 
1950. 

Senator Youna. I understand we are letting bids now for the con- 
struction of a $15 million hospital there. 

General Gray. No, sir; it is Jess than $9 million. There was 
originally a grant of $9,400,000 for the construction of a hospital 
We had, under the law, the design of that hospital achieved by the 
Philippine Government, and when we put it out for bids it came to a 
higher amount. We brought that to the Congress’ attention, and 
they directed us to redesign the, hospital to get within the amount. 

Now, we did redesign the hospital, and it is out for bids now. It is 
our anticipation, and the best judgment that we have, that the bids 
that we shall get shall be within the original grant. 


FORT MCKINLEY HOSPITAL 


Senator Younc. Are we not also turning over to the Philippine 
veterans as a gift the McKinley Hospital, valued at about $500,000, 
& 1,500-bed hospital, all equipped with nurses and doctors and so 
forth? 

Mr. Kramer. I believe the chairman refers to the Fort McKinley 
Hospital near Manila 

That hospital is not and has never been under the administration 
of the Veterans’ Administration. That was originally, I think, an 
Army hospital and more recently has been administered by the Air 
Force. 

Senator Youne. Can you tell me why the Government of the 
United States builds a $9 million hospital when we have one item that 
costs $300,000 a month to maintain, and I understand we are going 
to give that to them too? 

Mr. Kramer. The answer to that question, I believe, sir, is that 
there has been separate legislation authorizing both actions. I cannot 
say this categorically, but I am told that there was, in the Independ- 
ence Act oi the Philippines, a provision that all real property, effective 
on the date of independence or soon thereafter, would be returned to 
the Philippines. There was, as recently as the last session of Congress, 
a bill, Public Law 311 of the 82d Congress, I believe, which was to 
turn over the equipment in that hospital to the Philippine Government. 
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PLANNED USE FOR M’KINLEY HOSPITAL 


Just from my personal knowledge of having been in the Philippines 
for several years recently, I think I can tell you the things that the 
Philippine Government plans to use the McKinley Hospital for, that 
is, the Fort McKinley Hospital, when it is turned over to them. 
Secretary Magsaysay, the Philippine Secretary of National Defense, 
told us in Manila as recently as last spring, that when that hospital 
was transferred they had Korean veterans of their own that were in 
need of hospitalization for battle casualties. As you know, of course, 
there has been some problem with the Communist groups in central 
Luzon. The Philippine Army had quite a large number of casualties 
from there. Their own hospital is quite crowded. There is only one 
Army hospital, the V. Luna Hospital. I think that probably the 
Philippine Government would feel that there have been commitments 
made on both hospitals, that is the one at Fort McKinley and the 
new one. 

Senator Youne. Have you advised with other branches of the 
Government as to the facilities that could be available to them, 
that we might transfer to the Philippines, in place of building a new 
installation? 

Mr. Kramer. Lamsorry,sir. I didn’t hear that. 

Senator Youna. I say, have you advised with other branches of our 
Government as to what other facilities are available that might be 
turned over to the Philippines, instead of building a new installation? 

Mr. Kramer. No, sir; I don’t believe so, in view of the legislation 
under which we are operating. As you know, we received a com- 
munication from you recently on this subject. This whole question 
has been studied, both in our organization and also in the Budget 
Bureau. 

Senator Youna. I might say the answers are far from satisfactory, 
too. In connection with that McKinley Hospital, there are about 
40 acres of land, with sewer and water connections, valued at $150,000 
which I understand is to be turned over to them also, together with 
$400,000 of good equipment in the hospital. It seems to me, from 
the amount of veterans they have, somewhere along the line we have 
made some bad mistakes. 


TRANSFER DUE TO LEGISLATION 


Mr. Kramer. Sir, if you would like, I have a copy here, which 
perhaps has been furnished to the committee already, of the Bureau 
of the Budget’s letter, which sets forth the legislation which covers 
both items. If you would like, I could read a paragraph or two 
from that. 

Senator Youne. Do you consider the legislation which would 
transfer McKinley Hospital as effective? Have you studied that 
legislation? 

Mr. Kramer. No, sir; I haven’t personally. 

Senator Youna. I wish you would. I think you would find it 
effective. 

Mr. Kramer. I understand there are statements in Public Law 311 
which are not entirely true, about what has already happened as far as 
the actual transfer of the hospital is concerned. 
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Senator Youna. I have not received all the information which | 
requested, and I am going to make a request of the chairman of she 
Committee on Appropriations for additional information. 

Mr. Kramer. I| have seen this property at McKinley a good many 
times. At the present time the hospital is situated right in 1 the center 
of a large area which already has been turned over to the Philippine 
Army and which is being used as a sort of training center for their own 
troops. 

Senator Youne. The McKinley Hospital? 

Mr. Kramer. Yes, sir. 

Senator Youna. It is entirely vacant now, though? 

Mr. Kramer. There are no patients in it. That is my under- 
standing. 

COST TO MAINTAIN HOSPITAL 


Senator Youne. And it is costing the Air Force about $300,000 a 
year to maintain? 

Senator ELLENDER. General Gray, I wonder if you could cite to us 
any other diversions, if any, since you have been administrator of the 
VA, similar to the one under discussion awhile ago? 

General Gray. No, sir. 

Senator ELLenpER. Do you know of any prior origin, before you 
got to be head of VA? Have you come across any? 

General Gray. I have not, sir. 

Senator ELLENDER. Because it might not have come to our atten- 
tion, except for Senator Dirksen’s inquiry. 

General Gray. No; as far as I know, Senator, the moneys appro- 
priated have been expended in the cause for which they have been 
appropriated. 

Senator ELLENDER. And this is really the first offense, so far as you 
know? 

General Gray. This is really the first one, as far as I know. 

(The following addition to the statement was supplied:) 
and was not an illegal diversion of funds, as the appropriation was available for 
any administrative purpose in connection with operating the Veterans’ Admin- 


istration; further, these funds had been placed in reserve by the Bureau of the 
Budget and could not have been expended for any other purpose by the VA. 


Senator Fercuson. I have a letter from Senator Duff that you 
may want to hear. I will read it into the record. 

General Gray. Very well, sir. 

Senator FrrGuson (reading): 


Frepsruary 24, 195: 
Hon. Stytes Bripges, 
Chairman, Senate ’ Appropriations Committee, 
Washington, D. C. 

Dear Sryues: In connection with the hearings presently being con- 
ducted on H. R. 3053, second supplemental appropriation bill, 1953, 
I should like to submit for your earnest consideration an amendment 
to the item entitled “Veterans’ Administration—Administration, 
medical, hospital, and domiciliary services.” 

On page 10, line 21, after the amount ‘$10,000,000,’ insert 
“Provided, That $729,000 of this amount be provided for contractual 
hospital beds in Philadelphia, Pennsylvania.”’ 
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This recommendation is made because of the deplorable conditions 
existing in the Philadelphia area with respect to the inadequate num- 
ber of hospital beds for veterans. Favorable consideration of this 
recommendation is the only real assurance of adequate hospitalization 
to needy veterans in the Philadelphia area. 

Because I am unable to attend the hearing of your committee held 
this day and testify personally, as I should like to do, I re quest that 
my views be made a part of the record of the hearing and that I be 
vccorded permission to file with the committee a more complete state- 
ment in support of the recommendation made. 

With kindest regards, I am 

Cordially, 
(Signed) Jamus H. Durr. 


Senator Ferauson. And we have another item to put in the 
record, from Senator Martin, a little more complete than that. 
(The item referred to follows:) 


STATEMENT BY Hon. Epwarp Martin, A SENATOR FROM THE 
STATE OF PENNSYLVANIA 


HOSPITAL FACILITIES AT PHILADELPHIA 


Senator Marrry. Mr Chairman and members of the committee, | 
appreciate this opportunity to make this statement in behalf of a 
serious problem concerning hospital facilities for veterans in the city of 
Philadelphia. Were this not an immediate emergency, I would prefer 
that the whole matter of veteran hospitalization for P hilade Iphia and 
the State of Pennsylvania be thoroughly reviewed when the overall 
Veterans’ Administration appropriation for 1954 is considered by this 
committee. 

But our responsibility to the veteran for adequate hospital care can- 
not be delayed. Emergency cases and serious illnesses do not permit 
deliberation, and I assure you that the situation in Philadelphia has 
deteriorated to the point of grave necessity. 

On February 4, I appeared before a subcommittee of the House 
Appropriations Committee to make this same plea. When the sup- 
plemental appropriation bill was reported out of the House committee 
it contained the sum of $5 million for operating expenses in connec- 
tion with Veterans’ Administration hospitals, and further directed the 
Administrator—and I quote: 


to take such immediate steps as may be essential to furnish adequate hospitaliza- 
tion for needy veterans in the Philadelphia area. 


While that is a definite recognition of the problem by the House 
committee, Mr. Chairman, it still does not apportion funds for purpose, 
nor does it specify the meaning of ‘‘adequate’”’ hospitalization, nor the 
manner in which such hospitalization shall be provided. 


EFFORTS MADE TO INCREASE AND EARMARK FUNDS 


The committee is also probably aware that when the supplemental 
appropriation was before the House on last Thursday several efforts 
were made by individual Members to (1) increase the amount of the 
appropriation for hospital operation or (2) to earmark a part of the 
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hospital funds for the specific purpose of restoring contractual hospita 
beds available at the naval hospital in Philadelphia—for Veteran use 

Mr. Chairman, the beds at the naval hospital are available—and 
are idle in the midst of this urgent need because the Veterans 
Administration has had imposed upon it a poliey to close out contrac: 
hospital facilities, regardless of the need and the particular situation 
as it obtains in the city of Philadelphia. 

When the Veterans’ Administration 
the Congress last July, it was cut 
It was not my understanding that 
affect medical or hospital services. Statements supporting that 
belief were made in the Senate committee report and in the conference 
report. Instead, the Veterans’ Administration applied the 
across the board. 

As mentioned previously, I realize that, irres 
priation cut, the Veterans’ Administ 
out of contract hospital services had been determined by the Budget 
Bureau. The net result has been a drastic reduction in the number of 
beds available at the naval hospital in Philadelphia, while, at the 
same time, the activation of replacement facilities at the new VA 
hospital has been slow and wil never be adequate. 


appropriation was passed by 
by “pproximately $31,000,000 
this reduction was intended to 


cut 


pective of the appro- 
ration policy for a gradual closing 


CAPACITY OF PHILADELPHIA HOSPITAL 


The naval hospital in Philadelphia has since World War II provided 
400 beds for veterans. The new VA hospital, now in slow process of 
activation, was originally planned to have 1,000 beds. As finally 
built, it has a capacity of 496 beds. only 350 of which will be for 
general medical cases, and the remainder for TB and psychiatric cases. 

As of today, there are on) about 160 beds in use at this new VA 
hospital—available for only the most serious emergency cases. And. 
since July, beds available io veterans at the naval hospital have been 
phased out to where today they total less than 160. 


VETERAN POPULATION 


This adds up .to approximate] 


320 beds available, for just the 
more serious Cases. to take care of 


one of the largest veteran popula- 
tions in the country. There are 500,000 veterans in Philadelphia 
and 1,418,000 in the State of Pennsylvania, A comparison of hospital 
facilities available to veterans in the State of Pennsylvania, as com. 
pared with other large and comparable centers, shows that we are 
third in veteran population, with less than half the number of hospital 
beds available in the State of New York or California, those States 
having only slightly larger veteran populations, 

In my opinion, Mr. Chairman, there must be a complete review of 
of veteran medical and hospital services in the light of present-day 
events and the daily increase of the veteranload at VA hospital 
facilities. | appreciate that this problem will be dealt with thought- 
fully by the subcommittee considering the VA appropriation. 

At this moment. it is urgent that the full number of beds available 
at the naval hospital in Philadelphia for veterans be restored, unti] 


there can be a survey of these and further needs for the purposes of 
the 1954 appropriation. 
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It is the opinion of some Members in the House that the direction 
contained in the House committee report is a sufficient indication of 
the committee’s intention in this matter. Mr. Chairman, | do not 
believe this is so. You will note that we had no intention of reducing 
necessary hospital services to veterans in the last appropriation; but 
it was done, in the processes of administration 

Everyone here knows, I am sure, that I am a firm advocate of 
economy in Government spending, and I believe in whittling to the 
bone all nonessential and duplicating services 

But there are two provisions in Government expenditure which 
cannot be reduced: One is the obligation we have to the veteran to 
provide him with proper medic val and hospital care; the other is the 
inescapable fact of interest upon the national debt 


SUGGESTED LANGUAGE ADDITION 


May I suggest to the committee that a proviso be added to the 
supplemental appropriation bill. On page 10, line 11, after ‘$10,- 
000,000” strike out the period and insert 

And provided, That $729,000 of this amount be provided for contractual services 
in Philadelphia, Pa 

Mr. Chairman, the sum of $729,000 was given to me by the Veterans’ 
Administration as the sum necessary to restore the number of beds 
available at the naval hospital to 400, and continue the contract 
service up to and including the end of the 1953 fiscal year. If that 
sum is an overestimate, | will be glad to have it corrected to whatever 
the committee deems essential. 

I thank you. 

MENTALLY ILL VETERANS 


Senator Cuavez. Mr. Chairman, may I ask General Gray, here, a 


question, just briefly, on a matter very important both to the Bureau 
and to patients? 

Senator Fereuson. Certainly. 

Senator Cnavez. In the matter of taking care of the mentally ill, 
are any particular programs going on now to take care of that class 
of patient? I know that your facilities are very limited at the 
moment. It is concerning a lot of people to see these boys today 
apparently in the best of health, and next week they appear before 
a court and are committed to a local institution because they cannot 
get into a veterans’ institution. What is the general program? 


PROBLEMS CONFRONTING ADMINISTRATOR 


General Gray. If you gentlemen will bear with me a moment, a 
little, shall we say, refresher course will clarify many of the doubts in 
your mind. I have been on this job for 61% months, and when | 
I walked in here I found 2 pieces of paper. One of them directed 
me to build 76 hospitals. By columns, they were set forth, 1-76 by 
location, next cortman as to type, next column as to size, and then the 
last two enlumns were a disbursement of what totaled to $662 millions 
and $1.0 million of oan I laughingly call “petty cash account,” if 
there wasn’t enough, totaling $772,000,000, for any one of 


those 
hospitals. That was approved in 1946. 
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In 1947, there was another document, which contained 14 addi- 
tional hospitals, new. There were 9 additions that were the size 
of a hospital, 500 beds, and 6 conversions. Now, that made a total 
of 105 major construction programs, for which approximately 
$1,110,000,000 of contractual authority was contained. 

Much of that was underway. In 1949, I got a directive which 
I think was approved in December 1949, to reduce the construction 
program by 16,000 beds, which totally eliminated 24 hospitals and 
reduced in size 14 others, to 500-bed-type hospitals. And that, 
after you take everything into consideration, produced a construction 
and utilization program of 174 hospitals, containing 131,216 beds. 


LOCATION OF HOSPITALS 


It has been my conviction and statement constantly when asked, 
and the policy enunciated by me, that the hospitals should be located 
in accordance with the veteran population on the basis of the total 
number authorized and should be of a type that was in keeping 
with our medical ~ To that end and extent, our medical load 
as now evidenced, is 52 percent neuropsychiatric, 13 percent tuber- 
cular, and 35 percent general medical and surgical. 

The hospitals that I fell heir to, or the original buildings were not 
located, and the new ones were not located, so as to bring out the 
distribution of those hospitals by proportion to veteran population. 
But the thing that we have done is to add or take away general medical 
and surgical beds. And, for instance, in our standard 500-bed 
hospital, we have redesigned them, after they were started, and most 
of them have the top floor, 2 or 3 wards of the top floor, neuropsychi- 
atric, and 1 or 2 wards next to the top floor as isolation or tubercular; 
so that we are today within a few degrees, percentagewise, of having 
our bed capacity equivalent to our medical load. 

Now, that isn’t true of all locations, but it is true of the overall 
picture, which is all that [ can do. 

Senator Cuavez. Referring to the class of patient 

General Gray. Neuropsychiatric, 52 percent of our program; and 
52 percent of our medical load is neuropsychiatric. 

Senator Cuavez. But still the load would not be covered. You are 
not taking care of the whole load. 

General Gray. Well, I will have it improved by the time the con- 
struction program is finished. We will have equivalent to 40 percent 
of our beds neuropsychiatric. 


SITUATION IN NEW MEXICO 


Senator Cuavez. I have investigated the matter in other States, 
but I will just call attention to my State, New Mexico, in general. 
Philippine veterans, veterans of the Philippine campaign, prisoners of 
war of the Japanese, to the number of 87, are now in a loc “al eee 
in New Mexico. New Mexico, like every other State in the Union, 
way behind in taking care of that class of cases. The institution was 
built possibly 60 years ago to take care of 250 patients. They have 
about 1,200 patients at the moment. And as a general rule the poor 
veteran that is committed there by a civil court cannot take care of 
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himself. The institution is not in a position to take care of this class 
of patient. And I am glad that you are devoting some time to that 
class of patient. 

General Gray. Mr. Senator, we are devoting more than some time. 
We are devoting one whale of a lot of time and care and thought and 
prayerful effort to try to cover that. But there must be something 
taken into consideration in this neuropsychiatric picture, and that is 
that there aren’t enough psychiatrists and other technically trained 
staff to staff all the neuropsychiatric hospitals that are required to 
take care of the patients. 

Senator Cuavez. I think we should have them, 


NEUROPSYCHIATRIC HOSPITAL AT TOPEKA, KANS. 


General Gray. Well, we are doing everything we can. And I shall 
come before you, before long, with a request for money, as to the 
hospital at Topeka, Kans., near the Menninger Foundation, where, 
in connection with Karl and Will Menninger, in our training and 
teaching program, we are training more psychiatrists right there at 
Topeka, in our neuropsychiatric hospital in connection with that 
clinic, than all the rest of the professional medical world together. 
It is one of the things we are watching most intensely. 

Senator Cuavez. Thank you. 


ANTICIPATED ELIMINATIONS 


Senator Magnuson. General, in your original statement, you point 
out if we did not put back in the amounts the House reduced, par- 
ticularly on administration and the general administrative program, 
vou would have to eliminate many of the existing VA offices. Now, 
are those the State offices you are speaking of, or other offices? 

General Gray. No, sir. I would like to furnish, Mr. Chairman, a 
copv of this booklet, which I have here, to each member of the com- 
mittee. 

Senator Maanuson. | think vou can answer me generally: Are 
they the major offices, or secondary offices? 

General Gray. The secondary offices. 

Senator Magnuson. And they are located all over the United 
States? 

General Gray. Yes, sir. This chart here shows the hospitals; that 
is regional offices; that is district offices; and these are all other installa- 
tions. 

Senator Magnuson. All installations? 

General Gray. That is correct. 

Senator Magnuson. And that would in effect, would it not, elimi- 
nate a great deal of personal service you now cannot render? 

General Gray. 99.9 percent of the services is being rendered today. 
And that was the reason I rejected that Booz, Allen & Hamilton report. 
They saved that $15 million by reducing offices. 

Senator Magnuson. Which might have been false economy. 

General Gray. It would have been worse than false economy. 
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BOOZ, ALLEN AND HAMILTON REPORT 


Senator Dirksen. Did you ask for that report, General, or some- 
body else? 

General Gray. I was ordered to have it made. 

‘enator Dirksen. Would you on your own volition have it made? 

General Gray. Would I? No, sir. 

Senator Dirksen. You told the House committee if it were up to 
you, the answer would be no. Who ordered it made? I think it is a 
fair question? 

General Gray. I have a direct order from the President of the 
United States directing me to make the report 

Senator Dirksen. So President Truman directed that it be made. 

General Gray. Yes, sir. 


SELECTION OF INVESTIGATORS 


Senator ELLENDER. How were the men doing the job selected? 

General Gray. By competitive bids. And I will be perfectly willing 
to say to you that one of the reasons, the major reason I chose this 
firm, was that it indicated it would take them 14 months to make the 
report {nd knowing the size of the organization and how much 
time it would take and how many man-hours it would take to even 
find out what we’re doing, let alone arrive at some decision as to how 
it ought to be operated, they got first call, because of the conception 
they had of their job. 

Senator Dirksen. Now, before you got this directive, were vou 
consulted by the President? 

General Gray. Was I what? 

Senator Dirksen. Before you got this directive, were you consulted 
by the President in any manner? Did you discuss it with him? 

General Gray. Not to any extent. 

Senator Dirksen. Well, did you tell him you did not think it should 
be done 

General Gray. I don’t believe that you would have thought that I 
would have done that. 

Senator Dirksen. Well, why not? 

General Gray. Well, because he indicated that he thought it ought 
to be done. 

Senator Dirksen. Could you not argue with him and say that it 
should not have been done? 

General Gray. I would have, if I had been convinced that it would 
have been a foolish thing todo. But when one has an organization as 
big as this, with six of the largest businesses in the world to conduct, 
maybe we were so close to the forest we couldn’t see the trees. 

Senator Dirksen. What gave you the courage to tell the House 
you would not have done it? 

General Gray. Well, I was proceeding and I thought I was accom- 
plishing a considerable amount of efficiency incident to the reduction 
of expense without hurting or imparing services, and I anticipated 
that we would be capable of doing ourselves what could have been 
done. 

Senator Fercuson. What did it cost? 

General Gray. $605,000. 
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UTILIZATION OF REPORT 


Senator Ferguson. How much use have you made of it? 

General Gray. There were many, many man-hours of study by all 
of us. 

Senator Fereuson. But what use has been made? 

General Gray. I would say that we have utilized and are putting 
into effect maybe 40 percent of their recommendations. 

Senator Frreuson. How much do you think the savings will be? 

General Gray. As I indicated a moment ago, Mr. Senator, there 
savings were divided into two parts, one $10 million which was the 
administrative savings, and one of $15 million, which was the saving 
by the elimination of the regional offices, which was a reduction in 
service that I absolutely disregarded and refused to do. 


TOIAL SAVINGS 


Senator Frrauson. Well, but what did vou put into effect, and 
how much savings did that result in? 

General Gray. I would say that 10 percent of what is in the Booz, 
Allen & Hamilton report has already been put into effect or was put 
into effect before the Booz, Allen & Hamilton report was rendered. 


PERCENT OF RECOMMENDATIONS IN EFFECT 


Senator Frrauson. Tell me how much of the report you put into 
effect, and what savings it made. 

General Gray. I would say that 3 to 5 percent of what is recom- 
mended in the Booz, Allen & Hamilton report is already in effect, 
and as of the present time, as to its status, I am not going to do 
anything until I get a green light to proceed. 

Senator Frreuson. You did not answer my question. Not whether 
you put it in before. If you did put it in before, then it was not 
because of the report. But when you got the report, how much did 
you put into effect, and how much savings have been made? 

General Gray. I have put nothing into effect from the report that 
was not already in the mill. 

Senator Ferauson. Then we have got nothing from it. 

General Gray. I haven’t got the green light to put anything into 
effect yet. 

Senator Frreuson. Up to date, you haven’t. 

General Gray. Well, there are two or three things I have already 
put into effect, Mr. Senator, as indicated by my statement to you, 
and shown by this chart right here. 

Senator Youna. The record contains the information Senator Fer- 
guson is now seeking. 

VALUE OF REPORT 


Senator Feravson. But I just wanted to get the figure, and you 
have not given it to me yet. 

General Gray. Well, I don’t know how to evaluate percentage, sir. 
I can take every one of their recommendations and indicate what has 
been done, of it, by items, but maybe one of them is worth a hundred- 
count and the other a five-count. 





262 SECOND SUPPLEMENTAL APPROPRIATION BILL, 1953 


ACCOMPLISHMENTS OF REPORT 


Senator Ferguson. But I would like something to get on the record 
When we get these big surveys, I would like to find out what we get 
from them. We have one in the military that cost eight hundred 
thousand and some dollars. Now we have this one. I would lik 
to find what we get out of them. 

General Gray. I think that I can give you an answer, and I will 
furnish it as quickly as it can be written, of an approximate percent- 
agewise of what has been completed and done or not done. 

Senator Fercuson. What is saved in dollars, or what it cost in 
dollars. 

General Gray. Yes, sir. 

(The information referred to follows:) 


Booz, Allen & Hamilton estimated that VA administrative expenses would bx 
reduced by $25,050,000 if all recommendations made by them were adopted 
These recommendations are of two kinds, (1) organizational and (2) operational 

Organizational recommendations account for $15,800,000 of the total estimated 
Chese include the establishment of supercenters for loan guaranty, claims, and 
vocational rehabilitation and education activities and the abolition of VA regiona 
offices as they now exist Any actual reduction of administrative costs whic} 
would result from adopting the Booz, Allen & Hamilton plan could be equaled 
or exceeded by reducing the number of regional offices now existing. Either 
alternative would decrease the service presently available either in, or reasonably 
close to, the veteran’s home community. Unless competent authority expressly 
determines that the scope of service to veterans must be decreased, the Veterans’ 
Administration does not intend to reduce the existing number of regional offices 
unless decreases in workloads dictate consolidations. 

Booz, Allen & Hamilton made 229 operational recommendations, certain of 
which account for $9,250,000, or the balance of the $25,050,000. Of the 229, 92 
cannot be placed in effect without reorganization along the lines reeommended 
by Booz, Allen & Hamilton. Thirty-nine are under study; 4 are being tested in 
the field; 10 have been tentatively rejected. Seventy-one of the 229 operating 
recommendations are in effect or being placed in effect, while 13 have been 
approved in principle. 

It is conservatively estimated that the benefits to be obtained from the opera- 
tional recommendations alone will more than offset the cost of this management 
study. 


COMPARISON oF Cost oF Foop on Wake IsLanp Witn Cost in Unitep Stares 
(See p. 34) 


The cost-of-living allowances are determined by the U. 8. Civil Service Com- 
mission based on price indexes of the Bureau of Labor Statistics. The Bureau of 
Labor Statistics advises that the cost of food is substantially higher in Honolulu 
than in Washington, D. C., where the rates are approximately the same as in 
San Francisco. 

There are no food-cost statistics available to the CAA in the Washington office. 
However, based on the information available, it would appear that the cost of 
living in Honolulu is substantially higher than in the Continental United States, 
and in determining the cost of living we are advised that the Civil Service Com- 
mission considers the price of food but that this item is not the sole criteria. 

This cost-of-living allowance for Hawaii is separate and distinct from the post 
differential authorized for Wake Island employees and no cost-of-living allowance 
is paid at Wake. 


(See p. 291 for further information.) 
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Senator ELLeNprR. General, you have just indicated that as to 
some you have put the recommendation into effect; on others, you 
ire waiting for the green light. Do you need authority? 

General Gray. Yes, sir. 

Senator ELLENDER. You could not have done it on your own? 


REPORT SUBMITTED TO PRESIDENT 


General Gray. No, sir, not after the report was rendered. ‘Then I 

had to submit the report to the President’s office. 

Senator ELLEeNpER. I see. 

General Gray. And I recommended its being put into effect 
immediately, and I have got nothing yet. 

Senator Dirksen. Well, general, | am getting very curious about 
his green light. Now, the man who ordered this report, notwith- 
standing the fact you did not want the survey made, or at least so you 
told the House—you said your answer would be no if you were asked 
he man who ordered it is Harry Truman of Independence, Mo., a 
private citizen, He is no longer at 1600 Pennsylvania Avenue. So 
he can’t give you the green light. Now, the question is: Who turns on 
he green light? 

General Gray. The office, thank God, continues. 

Senator DirksEN. Yes; but are you waiting on President Eisen- 
hower? 

General Gray. I am waiting on the authority of the President of the 
United States to proceed, yes, sir. 

Senator Dirksen. Well, this is amazing. What is your authority 
in this matter? I thought you were the Veterans’ Administrator? 

General Gray. I am. 

Senator DirksEN. Well, as I used to read the general language of 
the Veterans’ Administration justifications, you had all the authority 
in the world. And I for the life of me cannot understand why you 
would have to wait for the President of the United States to give you 
the green light. The report was made to you. 





QUESTION OF PRESIDENTIAL APPROVAL 


General Gray. Because I was asked to submit my report to the 
President of the United States for approval. Idid that. And I have 
not gotten the approval. And I have been asked not to reorganize or 
do anything or talk about reorganization, because I could not, shall 
we say, represent the administration’s picture, in the picture. 

Senator Dirksen. Who asked you not to? 

General Gray. The Director of the Bureau of the Budget. 

Senator Ferguson. When? 

General Gray. Just about 2 days before I was asked to come up to 
Mrs. Rogers’ Veterans’ Affairs Committee to talk about reorganization. 

Senator Fercuson. When was that? What day? 

General Gray. Two weeks ago. 

Senator FERGUSON. Well, up to that time, what had happened? 
Why did you hold it out? 

General Gray. Because, as I tried to indicate to you—I don’t know 
how I can explain it more clearly—I was asked to submit the report 
with my recommendations. I did submit the report with my recom- 
mendations. And I was told to await action. 
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DATE OF SUBMISSION OF REPORT 

Senator Ferguson. When was the report submitted? 
General Gray. The 26th of November. 
Senator McCieiian. May I ask this question: Is it contemplated 

a reorganization plan will be a vehicle of implementing the report? 

General Gray. Yes, sir; it is. 

Senator McCLe.ian. The Presidential re organization plan? 

General Gray. No, no. Please. 

Senator McCLe.uan. I am asking you what you think? 

General Gray. I know, but I am trying to get it clear. I have the 
reorganization plan, which I submitted and put in book form, like 
this, which contemplates my use of the recommendations of the Booz, 
Allen, the Trundle, and all the other reports, and our own people’s 
recommendations, incident to what the administration of veterans 
affairs should be organized to be. That I have submitted for approval. 

Senator Ma@nuson. On the 26th of November? 

General Gray. On the 26th of November. 

Senator Magnuson. And ‘you have not heard from either Mr 
Truman or Mr. Eisenhower vet? 

General Gray. That is right, sir. 

Senator McCLe.ian. Then it is not contemplated, and you are not 
waiting upon a Presidential reorganization plan in the sense of 
legislation. 

General Gray. I don’t know what I am waiting for, sir, except that 
I am awaiting the approval of the President of the United States. 

Senator MaGNnuson. But you are waiting, are you not? 

General Gray. I am waiting. 

Senator ELLENDER. You are waiting for the green light? 

General Gray. I am waiting for the green light. And I not only 
haven’t a green light, but I haven’t a red light. It is yellow now. 








LETTER OF SENATOR DUFF 


Senator Fercuson. What have you got to say 
read that Senator Duff sent over? 

General Gray. I believe, sir, that the language as contained within 
the report of the committee of the House on this question of hospitali- 
zation, by directing that we provide adequate hospitalization at 
Philadelphia, is too meager for me to know what it means. Now, we 
have had for years 400 beds in this naval hospital at Philadelphia and 
have utilized them. 

Senator Fercuson. Well, do you want to divert this money as 
suggested by Senator Duff? 

General Gray. I don’t believe that the money should be diverted. 
I think that in the question of hospitalization we should be allowed to 
continue our program as we have. But there wasn’t enough money in 
the whole total appropriation for bed occupation for me to occupy 
my own hospital beds to the extent of their capacity and have outside 
beds, too. So I commenced cutting down on outside beds before I cut 
out my own beds. 

Senator Frereuvson. Well, now, coming back to that letter, is it 
wise or unwise for the committee to do what that letter says, as far as 
your opinion is concerned? 


about the letter ] 
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General Gray. It is in my humble opinion, Mr. Senator, wise to 
permit the Veterans’ Administration to utilize enough money to take 
care of the patient load that we have to the extent of the money: that 
you will be making available, and let us use it where the patient load 
is best. 

Senator Frereuson. All right. Then you do not want it done 
specifically? 

POSITION OF ADMINISTRATOR 


General Gray. I don’t think it ought to be specific; no, sir. I 
don’t think I ought to be told that I have got to do this and I have 
got to do that and I have got to do the other thing. I think it ought 
to be done in accordance with the veteran population. 

Senator Fereuson. And if it is done, according to this letter? 

General Gray. If you don’t give me enough money to do it in 
addition to what I require, then it has got to be taken from some- 
where else. 

Senator Ferauson. You would have to take it from somewhere else? 

General Gray. That is right, disproportionately to what the patient 
load is in other localities. 

Senator MAyBANK. General, is not the load in other localities pretty 
heavy, too? 

General Gray. It is heavy everywhere, with few exceptions, Mr. 
Senator. There are waiting lists at virtually all of our hospitals. 
There are some of the hospitals that are located so that there is not 
sufficient veteran population for us to utilize the full capacity. But, 
generally speaking, there are waiting lists. 


SERVICE-CONNECTED CASES 


Senator DworsHak. Are those service-connected cases? 

General Gray. No, sir, there is not a service-connected case await- 
ing hospitalization, and there never will be, as long as I am Adminis- 
trator 

Senator Dirksen. So the waiting lists are entirely non-service- 
connected cases? 

General Gray. That is correct. Well, there are 70, but those 70 
are not because the beds aren’t available; it is because of having ac- 
cepted them, and they haven’t moved in yet. But you take a cutoff 
like this and say, ‘‘Is there a serviceman who has been authorized to 
come and has not arrived yet?’”’ But there is no application for a 
service-connected case for hospitalization which has not been handled, 
and there won’t be. 

Senator Mayspank. Could you estimate how many non-service- 
connected cases you have now awaiting hospitalization? 


NON-SERVICE-CONNECTED CASES AWAITING HOSPITALIZATION 


General Gray. I think the Admiral has those figures. 

Admiral Boon. 21,400, approximately. 

Senator MaGnuson. General, is it not true—Admiral, you bear 
this out—that these veterans’ hospitalization cases become greater as 
we move away from the particular conflict they were in, as they get 
older? 
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Does not the chart move up? 

Admiral Boonz. Oh, yes. 

General Gray. There is a different category of patients. Take 
the 99,000 Spanish-American War veterans that we have now. The 
average age is 79 years. The World War I average age of veterans 
now is 59 years. And, of course, we get a larger percentage on the 
basis of the elderly age incident to senility and so on. 


COMMUNICATIONS 


Senator FerGcuson. I have 2 communications here, 1 from Mr. 
Sullivan, National Commander, Disabled American Veterans—lI will 
place that in the record—and 1 from the American Legion, signed 
by Miles D. Kennedy, director. In fact, that consists of two letters. 
We will put those in the record. 

(The communications referred to follow :) 


Ferrvuary 20, 1953 

Dear Senator Bripces: It is my understanding that the Senate Appropria- 
tions Committee will give early consideration to the bill H. R. 3053, making sup- 
plemental appropriations for the fiseal year ending June 30, 1953 

The Disabled American Veterans request that your committee give earnest and 
serious consideration to increasing the amount appropriated for administration, 
medical, hospital, and domiciliary services by $10 million The bill H. R. 3053 
on page 10, line 10 thereof provides an appropriation for these purposes of $10 
million. 

Our organization, on the basis of reports received from the various Veterans’ 
Administration hospital and medical facilities throughout the entire country, is 
convinced that the hospital and medical treatment presently afforded wartime, 
service-connected disabled veterans is deteriorating to an alarming level. This 
information does not come from the officials of the Veterans’ Administration but 
has been furnished us over the period of the last several months by our department 
officials and by our national service officers In addition to the above-mentioned 
factual information showing the large scale deterioration of hospital and medical 
service for the service-connected Cisabled veterans, Adm. Joel T. Boone, Chief of 
the Department of Medicine and Surgerv for the Veterans’ Administration in 
testifying before the House Veterans’ Affairs Committee on February 19 stated 
and I quote: 

I would like to say this—that I have never been associated in all these vears of 
practice, because I was in the Navy 37 vears, and there is no better medical organi- 
ation than the Navvy’s, where I have been challenged not to provide the verv best 
medical care for the patients, but to provide a minimum standard of medical care, 
and I cannot understand people who talk that kind of language. I have even 
been asked if I could buy cheaner drugs for patients, which is wicked to me, 
whether they are veterans or patients of any kind.” 

Our organization is dedicated to the welfare and rehabilitation of the wartime. 

rvice-connected disabled veteran. We do not believe that the Veterans’ 
Administration officials are guilty of endeavoring to make a horror case of the 

I plight of the hosnital and medical treatment afforded service-connected 
1 veterans On the other hand. we are convinced that the home-town 
al program established by the Veterans’ Administration for the treatment 

f service-connected disabilities exclusively has been curtailed because of inade- 

iate appropriations to the vanishing point We also know that the large-scale 
reduction-in-force of doctors, nurses, hospital technicians, and other personnel 
has seriouslv impaired in-hospital treatment of service-connected patients 

We earnest!v look to von and the members of vour committee to amend H. R. 
3053 bv providing an additional $10 million so that the very canable and out- 
tanding Director of the Depariment of Medicine and Surgery can restore the 
hospital and medical program for the treatment of service-connected disabilities 
to its fe rmer status of ‘‘medicine second to none”’ for the wartime service- 

nected disabled veterans, 
Very sincerely vours 
Francis M. SuLiivan, 
National Leaislat Director. Disabled American Veterans. 
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THE AMERICAN LEGION, 
Washington 6, D. C., February 20, 1953 
Hon. StyLes BrRipGEs, 
Chairman, Senate Appropriations Committee, 
Washington 25, D.C 


Dear Senator Bripces: I understand a hearing will be held on Monday morn- 
ing February 23, 1953, by the Senate Appropriations Committee in connection 
with H. R. 3053, the second supplemental appropriation bill for the fiscal year 
ending June 30, 1953 

The national organization of the American Legion is interested in the pro- 
visions of said bill that have reference to proposed supplemental appropria- 
tions for the Veterans’ Administration. The bill (p. 10, lines 10-11) contains 
$10 million as an additional amount for administration, medic), hospital, and 
domiciliary services 

It is our understanding that the original and approved estimates for sup- 
plemental funds for nonmedical, administrative, and operational services was, »s 
carried in House Report 46 on H. R. 3053, the sum of $13,960,000. The total 
amount entered is $18,960,000, but $5 million is for medical purposes. 

We also understand that on January 28 the Veterans’ Administration volun- 
tarily revised the estimate of its needs for supplemental funds for the nonmedica| 
administrative purposes to $10,886,000. Of this amount H. R. 3053 earries only 
$5 million 

An examination of the record of the hearings held by the subcommittee of the 
House Appropriations Committee in connection with the bill indicates that there 
will be an additional load during the last months of the fiscal year 1953, by virtue 
of the enactment of Public Law 550 on July 16, 1952. This is the law commonly 
referred to as the second GI bill of rights. It would also appear that the 
activities connected with this law did not develop as rapidly as expected during 
the latter part of 1952. However, there is no indication that such a level will 
continue On the contrary, due to the international crisis, it is anticipated there 
will be an increase 

All of the operations listed for which additional funds are requested have much 
to do with direct services to these new veterans. If vocational rehabilitation and 
education, for instance, does not get additional funds for travel, the services of that 
department to the new veterans will be markedly reduced. It appears to us from 
the House hearings that if no additional funds are added to the $5 million passed 
by the House, some if not all of these services will of necessity be considerably 
restricted 

It should also be borne in mind that the Independent Offices Appropriation 
Act for 1953 (Public Law 455, 82d Cong.), was approved on July 5, 1952, and 
that the new Korean GI bill (Public Law 550, 82d Cong.), was approved on 
July 16, 1952, only 11 days later. In other words, the original appropriation act 
for the fiscal year 1953 did not carry full financial provision for servicing the 
operations necessary to properly effectuate the new law. This situation is 
recognized in the comment containea in the President’s budget for the fiscal year 
1954 (p. 200, Budget of the United States Government for fiscal year 1954) as 
follows: 

“Additional funds in the amount of $13,960,000 will be required for 1953 to 
cover costs of administering Public Law 550, which was enacted July 16, 1952, 
alld $5 million to meet requirements of the meaical program.”’ 

\s stated above, the estimate was revised downward to $10,886,000. H. R, 
3053 carries $5 million for this purpose, making a difference of $5,886,000. In 
view of the exhaustive studies and estimates of the additional amount that will 
be needed to properly and adequately carry out the new law as well as the old 
for these veterans, we are petitioning the Senate Appropriations Committee to 
approve the sum of $5.886.000. 

Inasmuch as the hearing scheduled for February 23, 1953, is a closed one, we 
respectfully request that vour committee incorporate this letter in the record 
thereof, and that you give favorable consideration to our request that the supple- 
mental appropriation sought by the VA in the sum of $5,886,000, be approved 
by the Senate Appropriations Committee 

[ am sending a copy of this letter to all of the members of the Senate Appro- 
priations Committee 

Thanking you for your courtesy and cooperation, and with kindest regards. 
I am, 

Sincerely yours, 


Mites D. KEeNNEpy, Director. 
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THe AMERICAN LEGION, 


Washington 6, D. C., February 20, 1953. 
Mr. Everarp H. Sirs, 


Chief Cler k, Se nate Appropriations Committee, 
The Capitol, Washington 25, D. C. 


Dear Mr. Smitrn: Referring to the hearing scheduled to be held by the Senate 
Appropriations Committee on Monday morning, February 23, in connection with 


H. R. 3053, the second supplemental appropriations bill for 19: 53, I enclose copy 
of my letter of even date to Hon. Styles Bridges, chairman. 


You will note I have requested that my letter be incorporated in the minutes 


of the hearing. I would appreciate your cooperation along these lines. 
With kindest personal regards, I am 
Sincerely yours, 


Mites D. Kennepy, Director. 
Senator Frrauson. Is there anything else? 


RULE PROHIBITING VETERAN CONTACTING SENATOR OR CONGRESSMAN 


Senator Smirxa. Mr. Chairman, I would like to ask General Gray a 
question, aside from these appropriations. 

General Gray, are there any rules in the Veterans’ Administration 
that prevent a veteran or an administrator of a facility from con- 
tacting their Senators or Congressmen about matters in their area? 

General Gray. There is certainly not. 

Senator Smita. Thank you, sir. 


SUMMARY STATEMENT BY GENERAL GRAY 


General Gray. Mr. Chairman, may I make a statement, please? 
Senator Fercuson. Yes. 
General Gray. Once again, answering the three points that seemed 


to be in our detailed request: The elimination of that $5,800,000 will 
make it impossible for us to administer the other programs of the 
Veterans’ Administration. 

Secondly, the amount of money that is appropriated for travel is 
not sufficient to permit us to supervise, as directed by law, the opera- 
tion of the V. R. and E. program. And thirdly, | trust that if any 
recogaition is made of the Philadelphia situation as contained in the 
report of the House committee, it will be made in addition to and not 
as a part of the moneys, the $5,000,000 which have been granted us 
for medical care in their report. 

Senator Youna. Mr. Chairman, I would like to have permission to 
insert in the record letters from veterans’ organizations in my State 
complaining about lack of service and lack of doctors. 

Senator Frxauson. Very well. 

(Communications referred to appear on pp. 288-291.) 

Senator MayBank. General, is that pretty ie 

Senator Fercuson. The Senator from Michigan also has the same 
complaints, and we have been before the Administrator and his 
organization. 

General Gray. Well, I would say this, as a general answer to your 
statement , 

Senator MayBank. I did not say it was general. I asked you if it 
was pretty general. 

General Gray. Well, I would say this, in answer to your question: 
That the matter of adequate personnel and trained personnel, thera 
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pists, the medical team necessary to care for veteran patients, it is 
getting tougher and tougher and stiffer and stiffer every second. 
Senator Maysank. Thank you. 
Senator Frrcuson. That is all. 
General Gray. Thank you. 


DEPARTMENT OF AGRICULTURE 
RurAL ELecrriFicATioN ADMINISTRATION 


STATEMENTS OF CLAUDE R. WICKARD, ADMINISTRATOR, RURAL 
ELECTRIFICATION ADMINISTRATION; WILLIAM C. WISE, DEP- 
UTY ADMINISTRATOR, RURAL ELECTRIFICATION ADMINISTRA- 
TION; RIGGS SHEPPERD, ASSISTANT ADMINISTRATOR, RURAL 
ELECTRIFICATION ADMINISTRATION ; RICHARD A. DELL, CHIEF, 
TELEPHONE LOANS DIVISION, RURAL ELECTRIFICATION AD- 
MINISTRATION; GEORGE P. HERZOG, ADMINISTRATIVE OFFI- 
CER, RURAL ELECTRIFICATION ADMINISTRATION; K, WILDE 
BLACKBURN, ASSOCIATE SOLICITOR FOR RURAL ELECTRIFI- 
CATION, OFFICE OF THE SOLICITOR, AND JOSEPH C. WHEELER, 
DEPUTY DIRECTOR, OFFICE OF BUDGET AND FINANCE, DE- 
PARTMENT OF AGRICULTURE 


STATEMENT BY SENATOR YOUNG 


Senator FrerGuson (presiding). You may proceed, Mr. Wickard. 


Senator Young. Mr. Chairman, | think I should make a little state- 
ment at the opening of this particular phase of the hearings. As 
chairman of the Subcommittee on Agricultural Appropriations, I have 
received many letters from rural telephone cooperatives throughout 
the United States asking if additional loan funds would be made avail- 
able for the rural telephone program. I understand that the funds 
are exhausted and there are no more available, and | understand also 
that a budget request has been made and may come over. The 
reason for asking the people to appear now was to save time afterward. 

Is there anyone here from Secretary Benson’s office? 

Mr. Wuepster. I am from the budget office of the Department. 

Senator Young. Has a request gone over? 


AMOUNT REQUESTED 


Mr. Wueewer. Yes, there is for consideration in the Bureau of the 
Budget a supplemental estimate of $15 million for loan authorizations 
for the rural telephones, in addition to the funds available presently 
this year. The estimate was submitted to the Budget Bureau this 
morning. 

Senator Youna. I do not know who will be the spokesman. 

Mr. Wueever. Mr. Wickard, the Administrator of the Rural 
Electrification Administration. 

Senator Youne. Would you make a statement as to the need for 
additional funds? 
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NEED FOR ADDITIONAL TELEPHONE LOAN FUNDS 


Mr. Wickarp. Well, this year the Congress made available to us 
about $35 million, or a little over, for the telephone program. That 
amount of money was a little bit less than we loaned last year. W. 
do have a rapidly developing demand for telephone loans. We hav. 
now ene all but about $6 million of the $35 million which was 
made available to us. We saved back about $6 million because w: 
wanted to be sure to have enough money to finish the loans which 
have been made in previous years. We didn’t want to start a systen 
and then not have enough money to finish it. Sc, at the present 
time, it is correct to say that we do not have sufficient funds to tak« 
care of any new loan applications. 

Senator Fercuson. Have you any applications that you cannot 
grant because there is no money? 


APPLICATIONS NOT GRANTED 


Mr. Wickarp. Yes, sir, we have about 480 applications which we 
can’t take care of. 

Senator Fereauson. Of how much money? 

Mr. Wickarp. Of perhaps $96 million. 

Senator Fercuson. $96 million? 

Mr. Wickarp. Yes. 

Sentor Smita. Mr. Chairman, what section do those come from? 

Mr. Wickarp. All over the country. 

Senator Tuyr. We have a few in Minnesota. I have been in 
negotiation with the Director ever since last October, and that was 
one project in western Minnesota. It was completely approved 
October 8. And you were unable to find the funds, and you took 
a reexamination of all vour funds, and then later on you were able to 
grant them some, and they were permitted to proceed, and the last 
report I had they were negotiating with vou to close the final contract 
And if the funds are not made available—that is why I wanted to 
commend Senator Young for having arranged this particular hearing 
at this particular time rather than wait for the Budget Bureau’s 
recommendations. Because every month of delay is just a delay in 
getting the project finally approved. 

We are approaching the spring, and it is in the spring and the 
summer season that vou can do the best construction work. That is 
why I think it is highly advisable that this supplemental be granted, 
because of the numbers that I personally am acquainted with that are 
awaiting the new budget, or the new appropriation. 

Senator ELLENDER How fr are vou requesting? 

Mr. Wickarp. $15 million is the amount under consideration. 

Senator Feravson. But you already have final approval on how 
much? 

BACKLOG 


Mr. Wiexarp. We have 480 backlogged that have not been acted 
upon 

Senator Ferevson. But they have not been approved? 

Mr. Wickarp. No, sir 

Senator Ferevson. Oh, how many have you approved that vou do 
not have money for? 
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Mr. Wickarp. The $35 million? 

Senator Young. That you do not have money for. 

Senator Fercuson. How many applicants have vou approved for 
loans where you do not have money to give them the loans? 

Mr. Wickarp. None. 

Senator Ferauson. You do not approve them, then, until you get 
the money. 

Mr. Wickarp. Until we have sufficient money to cover the loan 
application. 

Senator Ferguson. Now, how many do you turn down, or how 
many do you grant? You gave us a certain number and then said, 
‘$95 million to satisfy those loans.’ 

Mr. Wieckarp. Those applications on hand which have had no 
action as far as approval is concerned by our organization amount 
to about $98 million. 

Senator Fexcuson. So you cannot give us a good idea as to how 
many of those you would approve? 

Mr. Wickarp. Well, $15 million would cover about 35 more loans 
this vear. 

APPROVALS PENDING 


Senator Frereuson. And you think that there is that many more in 
there anyway that ought to be approved? 

Mr. Wickarp. Well, as Senator Thye brought out, in this particular 
case, a lot of times in order to have an eificient system, they consoli- 
date small companies and have gotten options, and in other cases, 
they have raised the money. Some of these telephone companies 
have raised the money and have it in the bank, but we can’t give 
them the amount of money necessary to permit them to complete 
their operations, to take up the options, or go ahead with the con- 
struction of the program. And that is why Senator Thve brought 
out that we got this one company to cut down as much as possible 
just in order to cover the acquisition. Of course, later they will want 
more money to go out into the unserved territory. But this would 
be enough to cover the acquisition and rehabilitate the essential part 

Senator Taye. Cover that part on which there are options which 
will expire. 

Mr. Wickarp. Yes. Senator Ferguson, I think that illustrates 
the urgency’of the matter, because they have options, the options may 
expire, and they may never get an opportunity to acquire these 
properties again, and if they don’t there will be a lot of people who 
W ill never get serv ice 

Senator Ferauson. So, if you get this $15 million then you will 
be able to approve loans for that without any trouble during the rest 
of this fiscal vear. 

Mr. Wickarp. Well, we will take care of the most urgent of the 
requests 

Senator Ferauson. That is what I mean 

Mr. Wickarp. Yes, sir, we will take care of the most urgent 

Senator Frercuson. You will not have any of that monev left 
over, the Ist of July? 

Mr. Wickarp. No, sir, | am afraid not. 
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TOTAL APPLICATIONS ACTED UPON 


Senator ELLENDER. May I ask a question? Of the $35 million, 
how many applications have you actually passed upon, let us say? 

Mr. Wickarp. This fiscal vear, 89 applications have been acted 
upon. 

Senator ELLeENDER. Well, did you turn any down? 

Mr. Wickarp. We have loaned about $30 million to cover the 89. 

Senator ELLenpER. Well, were there any who applied whom you 
turned down? 

Mr. Wickarp. Well, yes; there are a lot of loan applications that 
have been turned down, or indefinitely suspended. 

Senator ELLenpeR. What are the main reasons why you turned 
them down? 

REASON FOR REFUSAL OF LOANS 


Mr. Wickarp. In a number of cases, the people couldn’t raise the 
amount of money which we require them to raise so that we would be 
positive that it would be a good loan. That is one of our problems. 
In a number of other cases, it looked like the company was too small 
to pay out, to be an efficient organization. 

Senator ELtenper. Well, were there any applications made for 
loans that were turned down because of the fact that, let us say, the 
telephone system in the locality furnished the service? 

Mr. Wickarp. Yes. There have been cases of that kind, where 
we could find that the local company would undertake a program to 
give the service which the people wanted. 


LOCAL TELEPHONE FACILITIES CONSIDERED 


Senator ELLeENpER. Then the next question is: Before you grant 
a loan, do you ascertain whether or not the local telephone companies 
are going to render the service? 

Mr. Wickarp. In every case where we have an application from a 
cooperative or a private individual or whoever it may be, we ask them 
to make an examination and see if the local companies won’t be able 
to give them the service 

Senator ELLENDER. And you contact them, to find that out? 

Mr, Wickarp. No, we haven’t been contacting, except for one 
thing. We have been ascertaining whether there is going to be any 
duplication or not involved. 

Senator ELLENDER. How do you get that? 

Mr. Wickarp. We ask these people to tell us what efforts they have 
made to get the local people to serve them. 

Senator ELLENpDER. And you do not check at all with the local 
telephone company? 

Mr. Wickarp. Well, I don’t believe we have followed that policy. 

Senator ELLENDER. Do you not think it might be a good idea to 
do it? 

Mr. Wickarp. We checked with the facilities to see whether there 
are any facilities in the neighborhood which would be available which 
could reach these people. But it is pretty hard for us to go out and 
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isk somebody why they won’t do something when they are not 
nterested. 

Senator ELLENpDER. It may be if they knew you were going to do 
it they might come in there and do it themselves. 

Mr. Wickarp. I think there have been in all cases quite a lot of 
publicity given to the efforts of local people, and it has been pretty 
well ascertained that there is a need in this particular area. But 
we always ask them to be sure to check to see if the local people are 
ready and willing to give the desired service. That is the first instrue- 
tion we give them. 

LEGAL REQUIREMENT 


Senator Frerauson. Does not the law in the average State require 
a public utility like a telephone company to furnish service to people? 

Mr. Wickarp. Yes. 1 believe in thirty-six-some States the local 
company, whoever it may be, has to go to the local commission, the 
State commission, to get approval of their proposal to serve a certain 
territory. 

Senator Frreuson. Yes, but then they have to serve all comers, 
do they not, if they have the facilities? 

Mr. Wickarp. If they have the facilities and the money to do it. 

Senator Ferauson. That is right. 

Mr. Wickarpb. That is what | mean, yes. 

Senator Ferauson. But Senator Ellender has a very pertinent 
question. He wants to know, when they come for these facilities, 
want to build new ones, whether or not you go to the local telephone 
people and so forth, the State utilities. 

Mr. Wickarp. Well, every loan we made in your State, Senator, 
has been made to the existing company in the State. 

Senator ELLENDER. I did not have Louisiana in mind when I asked 
the question. I want to try to take the burden off our Government. 

Mr. Wickarp. But if it is a new company, we ask them to ascer- 
tain if there is not somebody in business in the area, then, who will 
undertake this responsibility. 

Senator ELLENpER. And you take their own word? 

Mr. Wickarp. I don’t know that we have ever gone out and gone 
around to all the people in the territory. It might be quite a task. 

Senator ELLENDER. What I had in mind is a company that is there 
doing business. And it would certainly be in competition with them. 

Mr. Wickarp. I would say that in most of the cases, Senator, the 
people who have not had telephone service for many years or who 
cannot hear over the telephones they now have, have many times 
taken up with the local telephone companies their problems. But 
nevertheless we always ask them to go and confer with the local com- 
pany officials, if there are any in the neighborhood at all, and talk 
over their telephone problems with them. 

Senator ELLENDER. But you realize it is possible that if some of 
these companies know the Government is going to move in, they 
might be prone to 

Mr. Wicxarp. Well, I think there has been a lot of increased in- 
terest because of that very fact, on the part of all the people. 
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TOTAL REQUESTS 


Senator Maysank. I would like to have made of record the nun 
ber of requests you have had. 

Mr. Wickarp. We have $96,000,000 in requests and about 
$30,000,000 in process in the field. We have that, if you want 
put in the record , 

Senator Fercuson. Yes, put that in the record and also the amend 
ment you have asked for. 

The information referred to follows.) 


Rural tele phone loans and applic ations as of Feb. 13, 1953 
late’ Applications on hand Applications in fiek 


Amount 
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Senator ELLENDER. Those applications are coming in fast? 

Mr. Wickarp. Yes, faster than we can take care of them. 

Senator FerGuson. What applications are coming in? Must they 
e rural? 

Mr. Wieckarp. Yes, the law requires that the loan must be for 
he purpose of expanding and improving telephone service in rural 
ireas. 


QUESTION OF SERVICING METROPOLITAN REA 


Senator Frrauson. So that if a place like Battle Creek, Mich., 
ame in to get a loan, they wouldn’t get it, unless they could prove 
hat it was to extend rural communications or to better the service? 

Mr. Wickarpb. Yes, if the company operating in Battle Creek, 
\lich., would come to us and say, “Here is an area out here which 

e have been unable to serve,” and if they could prove to our satis- 
faction that it was a good practical program, we might make it, 
or the purpose only of serving that territory. We couldn’t make 
for extending service into the city of Battle Creek at all. 

Senator Ferauson. That is what I mean. So that you do not 
vo out and finance new companies in a township or something like 
hat. Ordo you? 

Mr. Wickarp. In a township? 

Senator Frrauson. Yes. Suppose outside of Battle Creek there is 
a rural township that has not got telephone service, and a company 
comes in and says, ‘“We want to get up a small new telephone company 
in that township.’ Would you furnish the money for that? 

Mr. Wickarp. It might be, if they could meet all our requirements 
and show they were a feasible company. 

Senator Ferecuson. Would you consult the Battle Creek company, 
n connection with Senator Ellender’s question, as to whether they 
eeded money? 

Mr. Wickarp. We would ask this company if they had consulted, 
and we would ask them for their statement as to what success that 
they had, with the Battle Creek or any other companies in the area. 

Senator Youna. You have $95 million in requests now? 

Mr. Wickxarp. On hand in Washington: about $30 million in the 
field. 

Senator Younc. Not all of those will be proved feasible, will they? 

Mr. Wicxarp. No, sir, they will not all be made, because a lot of 
them won’t meet our requirements. Sometimes, Senator, as you 
know, they want these loans for refinancing. Our law does not permit 
is just to make a loan to somebody to get them out of financial diffi- 
culties. It has to be for the specific purpose of getting service out 
n the rural areas. 

Senator Fereuson. Not to bail a fellow out. 

Mr. Wickarp. That is right, 

Senator Mayspank. How are your payments coming in? 

Mr. Wickarp. The program has been slow getting under way be- 
cause of the difficulties in getting materials, but that seems to be eased 
quite a bit, and of course there is increased interest in it. 
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LOCAL FACILITIES CONSIDERED 


Senator ELLENpER. Would you have authority under the law 
make a rule where, before the ¢ 


{ 
rovernment steps in, you would ascer- 
tain that the local telephone company will not furnish the service, and 


give a certain period of time in whic 
service? 

Mr. Wickarp. Well, I think the telephone law says we may mak: 
loans to companies or corporations that are willing to undertake this 
responsibility. Now, the question I think you bring up: If there is » 
new company 

Senator ELLENDER. What I have in mind is, first, to prevent dupli- 
cation and, next, to let private enterprise do the job rather than to 
put the Government in the business. 

Mr. Wickarp. As Senator Ferguson brings out, you have to go to 
the State commission in the great majority of cases to get a certificate 
The State commission certificates a territory. 


th they could proceed to give th, 


If there is somebody 
that already has the territory, no new company can start. Then 
there is the question whether the company in the territory can meet 
our loan requirements, and whether they want to do the things set 
out in the act as they are required to do in order to get loan funds. 

Senator Fercuson. Now. the company that gets the money from 
you has to make its own arrangements with the public utilitv of the 
State? 

Mr. Wickarp. That is right. 

Senator Fereuson. You cannot grant them a permit even though 
he is turned down by the State. 

Mr. Wickarp. There are a few States where the Commission does 
not have jurisdiction. Texas is one. The act plainly states that we 
cannot make a loan until the borrower has acquired the required 
permission from the commissions having jurisdiction. 

Senator McCie.ian. Is that an indication to you that the local 
facility or utility is not making an expansion to include that area? 


INDICATION OF NEED 


Mr. Wickarp. Well, if it came before & commission, yes. It would 
indicate there was a need for something. 

Senator McC eiuan. On the face of it, it would indicate that the 
local utility or telephone company has not manifested any interest in 
it. Now, I think what Senator Ellender was getting at, and that is 
something that I think might be cleared up for the record: After they 
have taken those steps, and gotten a certificate of necessity —I assume 
that is what it amounts to—then do you give the local utility an 
opportunity? Do you say, “You see what is going to happen? Do 
you want to take over? Do you want to assume this project here?’’ 
Or do you just simply go on and finish processing the loan? 

Mr. Wiexarp. Well, of course. if the borrowing company or the 
company that made the application, had the certificate of necessity, 
we couldn’t possibly make a loan to anybody else. 

Senator McCLetian. That is one thing I was thinking. Here is a 
community out there that has no service. Just call it a community. 

Mr. Wickarp. And the territory hasn’t been assigned to anvbody. 
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Senator McCLe.Luan. It has not been assigned. There has been no 
certificate of necessity granted by the Corporation Commission or 
Public Utilities Commission or whatever that agency is. But some- 
body gets interested. The community gets interested. They organ- 
ize a corporation. They present their petition to the authorized 
government agency of the State for a certificate of convenience and 
necessity. They secure that. They have to do that before they are 
eligible to be a potential borrower from your agency. 

Mr. Wickarp. That is right. 

Senator McCuie.tian. And so that very process itself tends to 
eliminate, in most cases, I would say, the contest on the part of the 
local utility? 

Mr. Wickarp. It does. There is a positive elimination. 

Senator McCLEeLian. So by the time it reaches you, it becomes 
pretty clear that this is the only opportunity to provide the services 
for that community. 

Mr. Wickarp. The only eligible company to serve the community, 
and therefore the only eligible company to borrow money. 

Senator McCLe.tian. But I was agreeing thoroughly with Senator 
Eliender that they should be given the opportunity, these local 
people, I mean the local utility. But where they manifest no interest, 
they don’t oppose the petition of the new corporation to get a certifi- 
cate, it is fairly well indicated that if you are going to provide service 
you have got to do it through this new enterprise. 


QUESTION OF TRANSFER OF AUTHORIZATION 


Senator Younae. May I ask a question? Is there any additional 
loan authorization under REA that you could transfer here? 

Mr. Wickarp. No,sir. Not without consent of Congress. 

Senator Youna. I mean, do you have more loan authority than 
you need for REA that could be transferred? 

Mr. Wickarp. No, sir. 

Senator Fereuson. That is all. 

Mr. Wickarp. Thank you. 


INTERIOR DEPARTMENT 
RUREAU OF INDIAN AFFAIRS 


Senator Haypren. Mr. Chairman, in the Interior Department 
appropriation bill last year, under “Construction, Bureau of Indian 
Affairs,’ there is a provision: 


For construction, major repair, and improvement of irrigation and power 
systems, buildings, utilities, roads and trails, and other facilities; acquisition of 
lands and interests in lands; preparation of lands for farming; an architectural and 
engineering services by contract; to remain available until expended; $17,500,000 
of which $1,380,000 is for liquidation of obligations incurred pursuant to authority 
previously granted 


There are two provisos: 


Provided, That no part of the sum herein appropriated shall be used for the 
acquisition of land within the States of Arizona, California, Colorado, New Mexico, 
South Dakota, Utah, and Wyoming outside of the boundaries of existing Indian 
reservations: Provided further, That no part of this appropriation shall be used for 
the acquisition of land or water rights within the States of Nevada, Oregon, and 
Washington either inside or outside the boundaries of existing reservations 
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PICACHO RESERVOIR, ARIZ. 


Now, this $17,500,000 was left for allocation by the Secretary of the 
Interior and in the order of priority which he established. $300,000 
was allocated for improvement of what is known as the Picacho Reser- 
voir, in connection with flood control and irrigation on the San Carlos 
project in Arizona. 

[t now appears that the $300,000 cannot be expended for the 
acquisition of land which would be flooded by reason of the increase 
in the size of the reservoir. It also is true that in the State of Wash- 
ington there is need to acquire a small tract of land inside of an Indian 
reservation. 

\MENDMENT OFFERED 


What I desire to do, Mr. Chairman, is to offer a legislative amend- 
ment and have it printed in the record at this time which will modify 
legislative limitations that I have cited. I want to include in the 
record a statement as to just exactly what was expected to be done in 
each case, and the justification for the proposed amendment. 

Chairman Bripces. You may include that in the record. 

The amendment referred to follows:) 


On page 8 after line 4 in H. R. 3053, as reported to the House, insert the 
following: 


“BuREAvu OF INDIAN AFFAIRS CONSTRUCTION 


Notwithstanding the prohibition against the purchase of land from appro- 
riations for Construction, Bureau of Indian Affairs, contained in the Act of 
July 9, 1952, Public Law 470, Eighty-second Congress, second Session, the Sec- 
retary of the Interior is authorized to purchase from said appropriation not to 
exceed fifteen hundred acres of nonreservation lands in Arizona, and necessary 
rights-of-way and easements required for the enlargement of the Picacho Reser- 
voir of the San Carlos Indian irrigation project, and approximately five acres 
allotted Indian lands within the Yakima Indian Reservation, Washington, 
for use of the Wapato irrigation project.” 


f 


JUSTIFICATION 


The purchases proposed will be made out of funds appropriated by the said 
for the Interior Department for the fiscal year ending June 30, 1953. Under 
provisions of the act, however, the San Carlos irrigation project cannot use 
funds to purchase the lands necessary for the enlargement of the reservoir 
ecause of specific limitations contained in the act. It is provided therein that 
no part of the funds appropriated for the construction of irrigation projects shall 
be used for the acquisition of lands within the States of Arizona, California, 
‘olorado, New Mexico, South Dakota, Utah, and Wyoming outside of the 
houndaries of existing Indian reservations, and that no part of the appropria- 
tion shall be used for the acquisition of land or water rights within the States 
of Nevada, Oregon, and Washington, either inside or outside the boundaries of 
existing reservations. 

The lands needed for the enlargement of the Picacho Reservoir in Arizona, 
approximately 1,155 acres, are outside of any Indian reservation. The San 
Carlos irrigation project was constructed under the act of Congress approved 
June 7, 1924 (43 Stat. 475 The Picacho Reservoir, originally constructed by 
the water users about 1892, is used to impound floodwaters of the Gila and San 
Pedro Rivers, and the surrounding areas west of the Picacho Mountains, for 
rrigation purposes. The reservoir provides storage regulation and water dis- 
tribution service for the San Carlos project and protects a fertile farm area from 
possible damages resulting from flood runoff, which, during storm periods in 
the area, has, at times, exceeded the capacity of the reservoir. As a result of 
silt deposits, the reservoir capacity has decreased over the years from that of 
approximately 15,000 acre-feet to a present capacity of about 3,000 acre-feet. 
The reservoir is extremely important to the operation of the project, the con- 
servation of water, and the protection of the surrounding area from damage in 
the time of seasonal freshets and storms 
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All of the lands proposed for purchase are above the high-water line of the 
present reservoir. It is estimated that it will be necessary to purchase 1,154.5 
acres at the following estimated costs: 


864 acres desert land at $50 per acre- --- ‘ $43, 200 
290.5 acres cultivated land at $300 per acre 87, 150 


Total, 1,154.5 acres a ; 130, 350 


The allotted Indian lands within the Yakima Reservation, Wash., are required 
for a pumping-plant site and operator’s quarters for the Wapato irrigation project 
within the Yakima Indian Reservation. The purchase cost is estimated at $500 


Senator Haypen. I next insert a statement made by Mr. C. A. 
Anderson, district engineer of the San Carlos Irrigation and Drainage 
District. 

(The statement referred to follows :) 


STATEMENT OF C. A. ANpERSON, District ENGINEER, SAN CARLOS IRRIGATION 
AND DRAINAGE District, CooLtipGr, Artz. 


The district I represent is a part of the Ss 
which comprises an area of 100,000 acres o rigated land, located in central 
Arizona about midway between the cities of Phoenix and Tucson. One-half 
the area within the project is Indian land, property of the Pima Indians, who were 
engaged in agriculture there before the white man first came to explore the area 
some 300 years ago. The remaining half, or 50,000 acres, of the project is owned 
and operated by white farmers, and this area comprises the San Carlos Irrigatior 
and Drainage District. 

The works of the project were constructed pursuant to the act of June 7, 1924 
(43 Stat. 475). These works were placed into operation about the year 1931, 
and the area has enjoved the economic benefit and growth resulting from the 
development since that time 

A repayment contract between the Secretary and the San Carlos Irrigation 
and Drainage District was entered into in June 1931. Under its terms the program 
of operation and maintenance is defined as are the obligations of the district for 
the repayment of reimbursable construction costs On an annual basis. 

Because of the extensive Indian interest involved, the San Carlos project was 
constructed by the Indian service and the Department, through the Office of 


Indian Affairs, still retains control and management of the principal project work 


un Carlos Federal irrigation project 
f irr 


PICACHO RESERVOIR PROJECT 


Picacho Reservoir is a small storage reservoir located at the eastern edge of 
the project area and adjacent to the main canal. It serves two important pur- 
poses: (1) To capture and store unregulated floodwaters which would otherwise 
be lost for irrigation use; and (2) to regulate or make uniform the flow in a main 
canal which conducts water for some 40 miles, feeding project laterals along its 
course. 

The reservoir has been in operation for some 60 years. It was originally con- 
structed and used by settlers in the valley before the project was built. It was 
then taken over by the Government as a part of the San Carlos project works. 
Silt-laden floodwaters impounded there from time to time have caused the stor- 
age space to gradually become smaller. At the present time the area is prac- 
tically level with the top of the confining embankment. As a consequence the 
floodwaters which form a part of the common project supply can no longer be 
impounded or regulated and must run to waste if storage space is not restored. 
Moreover, the loss of flood storage capacity presents an annual threat of flood 
damage to areas below the reservoir because, if no detention is provided, such 
floodwaters will unquestionably run over and past the former storage site and 
continue without control to cause camage to improved areas below. 


Senator Haypen. In addition to Mr. Anderson’s statement, I desire 
to have included in the record data that he has submitted, showing 
who owns the lands that are to be acquired, and the nature of the 
lands, whether cultivated or desert, together with certain data that 
he has prepared in connection with it. 

The material referred to follows :) 





280 SECOND SUPPLEMENTAL APPROPRIATION BILL, 1953 


San Carlos project—Summary of lands or rights-of-way required for reconstruction 


and enlargement of Picacho Reservoir 

| c oe . . se 
{Section numbers referred to in the following tabulation are sections 25 and 36, township 6 south, range 8 

east; sections 30 and 31, township 6 south, range 9 east; sections 1 and 2, township 7 south, range 8 east Arm 

and sections 6, township 7 south, range 9 east, all G. and S. R. B. and M., Arizona] E re 

subs¢ 


maga 
Patented or R , 
Owner of recor —- State (un- € 


Cultivated Desert | Total patented We k 


ae EIYLA MOTTE ed veaetl item. 
31.1 | Patented bene 
67.4 Do. ‘ 

46. 6 73.6 | State ne 

do 240. 5 280. 5 Do “ 
do 100. 7 140.7 Do. oe 
bv 80 80. Do “Mil 
Kitty Hayes, et al., Los Angeles, Cali 140. 5 140.5 | Patented. 

A. Avenenti Estate, Tucson, 148. 148 Do Ri 
Vv. W hitlock, ¢ oolidge, Ariz 79. 6 150 1 Do. Se 
C. Baleom, Coolidge, Ariz 68 82. ! Do. 
Ear! Sheeley, La Marque, Tex 90.1 | 90 Do, R 
C. Baleom, Coolidge, Ariz 5O. 50. Do. 


Acres required 


Leonard Bellows, Waitsbury, Wash 
Fred Wuertz, Coolidge, Ariz 
State of Arizona 


part 
Totals (from preliminary surveys 1 200. 5 21, 044.0 1, 334. 5 


During 1952, following surveys, cultivated area was enlarged somewhat in SE sec.1. This appears to \ 

ibout 50 acres additional. Hence tota) cultivated area is now estimated at total of 340.5 acres 7% 
Actual] high-water line of new reservoir is estimated from surveys to cover new desert areas to the extent Sub 

spproximately 864 acres. It may be necessary to purchase additional fractions to subdivision lines, 
amounting to about 180 aere Mherefore total estimated desert area is 1,044 (864 plus 180) acres. rem 
a cael mM Se te ace oe a ae ‘edaiaies and 
NOTES ON TABULATION OF AREAS, PICACHO RESERVOIR 

Acres pur 
tal patented land 759. 7 


— ae oe cmp sor 
inpatented Jand (State a 574.8 st 


be 
1,334. 5 
timate of cost of acquiring lands (from Indian Service preliminary report): con 
( desert land at $4 $43, 200 : 
- on oO 
5 acres cultivated land at $300 87, 150 Lol 
am 
tal estimate for purchase of right-of-way . “ 130, 350 I 
1 that, if found necessary to purchase a total of 340.5 acres of cultivated land and 1,044 acres of 


dicated in the tabulation and explained by the notes above, such total areas can be obtained per 
350 shown in the above estimates mi 


‘ 


Minirary Personne, ARMY the 
MORALE ACTIVITIES ; 

tio 

STATEMENT OF HON. E. C. GATHINGS, A REPRESENTATIVE IN Ce 


CONGRESS, FROM THE STATE OF ARKANSAS * 

PAPERBOUND BOOKS AND MAGAZINES a 

Senator Ferguson. Congressman Gathings? r 

Representative Garaines. Thank you so much, Mr. Chairman. | = 

I want to express my appreciation for your permitting me to come i 

before the committee at this time to make a statement. =~ 
The provision to which I would refer was in the supplemental bill that 
passed the House, $300,000; it was incorporated in an item entitled 
“Army personnel.”’ It has to do with the purchase of paperbound 
novel books and magazines to be sent to the overseas bases in the 

Korean area. 

1 am not appearing in opposition to the $300,000 item. I desire to 
point out some of the problems that the membership of the Committee 
of the House of Representatives, the Select Committee on Current 
Pornographic Materials, has brought to the attention of the Congress. 
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ITEM CITED 


Senator FerGuson. This item was under the Department of the 
\rmy morale activities, $1,360,000; 7,700 paperbound kits, 30,000 
subscriptions to 58 different kinds of magazines, cost of kits and 
magazines, $300,000. Is that your item? 

Representative Garuines. Yes, sir; that is the $300,000 item. 
We had a little colloquy on the floor of the House with re spect to this 
item. I wanted to appear before you and give you some of the 
benefit of the work of our particular committee. 

Senator Fmrreuson. Would you proceed then. 

Senator McC.ie.uan. Does that come in the bill under the title 
“Military Personnel, Army, $725,000,000’’? 

Representative Garuines. It comes under that item, Senator. 

Senator McCLELLAN. $725,000,000? 

Representative Garuines. Yes, $725,000,000. It is just one little 
part 

(MOUNT INVOLVED 


Mr. Chairman, the testimony before the House Appropriations 
Subcommittee indicated that there was a need for $300,000 for the 
remainder of the fiscal year to be used to purchase paperbound books 
and magazines for use by the combat troops in Korea. It is not my 
purpose to deprive the Korean fighting men of desirs able and whole- 
some reading material. I do not feel that this $300,000 item should 
be denied the armed services; however, I am thoroughly and fully 
convinced that both Houses of Congress should be given the informa- 
tion as to the type and character of books that are purchased and the 
amount to be paid for each of them. 

I am proud indeed that I can make a little statement ahead of the 
personnel of the armed services that will testify before your com- 
mittee. 

Senator Frerauson. Have you seen the books and magazines that 
they want to furnish? 

Representative Garuinas. They furnished to the House Appropria- 
tions Committee lists of 4 sets of kits, 7,700 kits, as testified to by 
Colonel Isaacs. And of the 7,700 kits, they delivered a list of 4 sets 
of 30 novels each, and also 1 list of 56 magazines that they would 
circularize among the Armed Forces in Kore: 

Senator McCieLuan. How many separate magazines, by name, 
would that include, now. 

Representative Garuines. That is the very thing that I hope you 
will ask the witnesses that appear here. 

Senator McCieuan. Is that 50 different ‘0oks, or a hundred 
different magazines? 

Representative GaTHines. It might be several hundred. It could 
be. From the testimony before the House, here is what was stated 
in the House hearings and I quote: 

In addition to these free movies, there are at present being shipped to the 


combat troops in Korea 7,700 paperbound kits of 30 titles each, and 4,000 sub- 
scriptions to 58 different magazines. 


Senator Ferauson. What committee are you on? 
Representative Gatraines. I am on the Agriculture Committee. 
Senator Fercuson. All right. Go on. 
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Senator McCLeiian, He is interested from the standpoint of bein: 
a member of this select committee of this House. 

Representative GaTurngs. Yes; the committee ended its work j; 
the last Congress, and we filed our report on the 31st day of Decembe: 

Senator Frrat SON. I see, 


SELECT COMMITTEE OF HOUSE 


Representative Garuines. The House of Representatives created 
select committee in the 2d session of the 82d Congress to make » 
complete investigation to determine the extent to which curren: 
literature containing immoral, obscene. or otherwise offensive ma 
terial are being made available to the people of the United States and 
also to determine the adequacy of existing law on this subject. Th 
committee filed its report on December 31, 1952. 

It is quite a different thing for a member of the armed services to 
be able to select reading material which is presented for sale on th 
newsstand and a situation in which publie funds are used in the pur 
chase of magazines in large quantities for wide distribution to ow 
service personnel Many of the pocket-sized paperbound books ar 
filled with filthy statements based upon sexual deviations and per 
version. 

Senator Frercuson. You mean these that thev are furnishing to 
the troops? Did you find that? 

Representative Garnincs. Mr. Chairman, I do not have the in- 
formation as to the list, the total list, that they have been buving 
[ wish I had that list 

Senator Fercuson. Well. but did you find evidence that the maga 
zines that they were furnishing the troops were as you describe them? 


Representative GarHinas. We found evidence of what is going on 
in the battle zone. We do know from letters received from servic 
personnel that this type of tripe and obscene material is being circu 
larized; yes. 


SELECTION OF MA TERIAL 


Senator Fercuson. Who is responsible, in the Army, for the selec- 
tion of these books? 

Representative Garuines. That will be developed. I think that 
information was obtained in the hearings before the House com- 
mittee. And they do have some type of screening over there, and it 
IS a very good thing too. The list that they submitted, Mr. Chair- 
man, was a good list. There is not a thing wrong with the list. |} 
is a wholesome type of literature. 

Senator Frercuson. But you are afraid that they will use the 
money for other kinds? 

Representative Garutnes. I am afraid it has been done all along 

Senator Fereuson. Then vou think that Congress ought to put a 
limitation. If they furnish them the list. we allow them to use that 
list. 

Representative Garurnes. Yes. sir. That is right. Or just a 
reasonably decent list of publications. 

Senator Ferguson, Using some precautions. 

Representative Garuines. Yes. Mr. Chairman. I would like to 
develop that a little further. 
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BOOK SUBJECTS 


Authors of a great number of pornographic paperbound books have 
a gift for putting across the ponographic theme by innuendo. Many 
of these books are vulgar and obscene and blasphemous. These books 
leal with the subjects of prostitution, nymphomania, homosexuality, 
ist, sadism, masochism, lesbianism, and drug addiction. Let us look 
at the book I hold in my hand, The Marijuana Girl, published by 
Universal Publishing & Distributing Corp. The title in reality should 
have been ‘‘A Manual of Instructions for Potential Narcotic Addicts.”’ 

Senator Fureuson. Now, is that book furnished by the Army? 

Representative Garuines. I do not know, sir. This is for sale on 
the newsstands. Most any American newsstand sells such books to 
adolescents and grownups alike. We started this program because 
we wanted to take such objectionable pieces of literature off the news- 
stands and the corner drugstores so children could not purchase them. 

This is just one book that I picked out of many hundreds of various 
titles. 

We Americans are, and should be, proud of our heritage and tradi- 
tions. We are spending billions to build good will throughout the 
vlobe. The transmission of trash and tripe to overseas bases will not 
aid in attaining our objectives. Let’s sell America as it really is to 
the world. 

Now, are we doing that? 


SALES OUTLETS 


The committee files reveal that the Board of Censors of the Philip- 
pine Bureau of Customs indicates that American military bases in the 
Philippine Islands are distribution points for a great quantity of 
obscene literature that has been distributed widely on the islands. 
This Philippine bureau has confiscated quite a quantity of this lewd 
literature In magazine stores. This lascivious mate rial was first sold 
in quantities at American post exchanges in the Philippine Islands. 


OVERSEAS COMMENT 


James Douglas, writing in the London Sunday Press had this to 
say about American literature: 

In the United States pornography is triumphant. An American friend tells 
me that a book which is banned in one State enjoys a boom in the other States. 
What Boston spews out of her mouth, New York devours. American por- 
nography percolates here. TI have read some American best sellers which no 
English publisher would touch with a pair of tongs. 

This is the type of belittling treatment America is receiving in other 
parts of the world. 

Our good friend to the north has banned 100 United States maga- 
zines through its custom officials. Canada claims bitterly through 
certain groups interested in the problem that the moral and economic 
life of that country is being upset by a flood of magazines from the 
United States featuring immorality, violence, sensationalism, and 
crime. 

In Madrid, Spain, press releases stated that 
increased pronography in the United States can prove an “enemy within’’ more 
to be feared than communism, 
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The Australian Embassy in Washington has submitted certai: 
transcripts of discussions engaged in by members of the Australia: 
House of Representatives on May 28 and 29, 1952, in which it was 
said : 

Single copies of newspapers and magazines addressed to individuals are ad 
mitted, but import licenses are not being issued for the importation of con 
strips and similar “‘banned material’”’ of United States origin. 

Senator Ferauson. Have you ever taken this up with our customs 
authorities in our post office? 

Representative Gatruines. With the limited funds we had and th: 
few months’ time, we worked at it very hard, and we had the Post 
Office Department and the Justice Department officials before us. 


WORK OF WITNESS 


Senator Frreuson. I have received mail from my State compli 
menting you on the work you have been doing over in the Hous: 
on this matter. The poe ple of Michigan are interested in this. But 
I am wondering how it ties in with the military. Do they permit this 
to go through their mails? 

Representative Garuines. We didn’t study this phase of it like 
we would like to. There isa resolution pending now by Mr. Kearns 
of Pennsylvania in the House, that was introduced in this session, 
and is now before the Rules Committee, to continue the work of this 
committee. 

[ just have another thought that I would like to bring to your 
attention before closmg. I would prefer that this be off the record, 
if you do not mind. 

Senator Ferecuson. Is it that bad? 

Representative Garuines. It ought to be off the record; 

Senator Fereuson. All right. Go ahead. 

(Discussion off the record.) 

Senator McCue tian. Do we have any evidence that that character 
of literature is being disseminated to servicemen by the expenditure 
of taxpayers’ money? 

Senator Ferauson. That is the point before the committee. Is 
that true? 

Representative Garuines. That is the point. And I do not intend 
to come here and state to this committee just what is being 
disseminated, because I have not been at these places, and I do not 
know. But I say to you that hundreds and hundreds and hundreds of 
this type of literature is sold on the American newsstands and the 
information before the House was that they had been buying the type 
of literature that we, here in American, have been accustomed to buy 
and read. 

PURPOSE OF APPEARANCE 


Senator McCietian. Let me ask you this. Are you just simply 
asking this committee to inquire of the military, and to take precau- 
tions and make certain that this character of literature is not included 
in this appropriation? 

Representative Garuines. That is my onhy reason for appearing 
Thorough care should be resorted to in making the selection of titles 


and 
be § 
» 
sibl 
her 
Imo 
the 
by 
oug 
s 
the 
S 


of 1 





mph 
lous 

But 
| this 


like 
arns 
sion 
this 


you! 
‘ord 


tend 
eng 
not 
ls of 
the 
type 
buy 


aply 
Cau- 


ided 


ng 
itles 


SECOND SUPPLEMENTAL APPROPRIATION BILL, 1953 


and magazines since a large, a very large number of them should not 
be sent overseas with the use of taxpayers’ money. 

Senator Ferauson. I believe that the military men who are respon- 
sible for this program are present in the room. I see General Honnen 
here, who is connected with the military. [ think that they should 
immediately take these and become familiar with them and see that 
they do not get through the postal services. This should not be done 
by a government, at least. And then the Post Office authorities 
ought to enforce the law. 

Senator McCiextian. And they should be banned, of course, from 
the commissaries, or wherever such items would be sold. 

Senator Ferauson. The Army, of course, does not have any charge 
of interstate commerce. 


SCREENING OF BOOKS 


STATEMENT OF MAJ. GEN. GEORGE HONNEN, CHIEF, BUDGET 
DIVISION, DEPARTMENT OF THE ARMY 


General Honnen. I am General Honnen, Mr. Chairman, the Chief 
of the Budget Division of the Army. We have witnesses with us here, 
sir, to explain the screening of the books that go into the kits before 
they go to the Far East Command, and they also have lists of the books 
and magazines. They are given to the soldiers free out of these 
moneys which you so generously appropriate. 

Senator Ferauson. Do you know whether or not the literature 
which has been presented here by the Congressman does get to the 
soldiers in the field or in the camps? 

General Honnen. I could not answer that, Senator. I do not 
think they get to them through the medium through which you appro- 
priate the money. They may go through the mails from people on 
the mainland. 

Senator McC.ie.uan. General, can we make certain it does not 
get to them through this medium? 

General HoNNEN. Yes, sir; we can. 

Senator McCuie.ian. Are we making certain? Do we know they 
are not going through? 

General Honnen. We would like to identify the type that we 
select, and indicate how they are selected, and then perhaps that 
will answer your question, Senator. 

Senator McCLe.uaNn. The only thing I am thinking about—TI can 
appreciate there is a lot of that character of literature around, and 
maybe something should be done about it. But you ought to know— 
you have been operating the program for years. Is that character 
of literature being purchased by taxpayers’ dollars, and disseminated 
among the troops? 

General HONNEN. We feel it is not, sir. 

Senator McCLEe.LLaNn. Do you not know that? 

General Honnen. | will turn you over to the man who is in charge 
of the program, sir. 
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SELECTION OF BOOKS 


STATEMENT OF COL. RAYMOND STONE, CHIEF, SPECIAL SERVICES, 
DEPARTMENT OF THE ARMY 


Colonel Stong. | am Colonel Stone, the head of Special Services 
Division, which has the Library Branch under it, which supervises 
the selection of both the paperbound books which have been listed 
and talked about here, as well as the clothbound books, for the 
permanent service clubs and the permanent libraries. We have no 
record to date of any complaint, any official complaint, about the books 
issued through our agency. 

Senator Fercuson. It may be that you do not get complaints. 
Sut about the kind of literature that has been given here to this com- 
mittee, the question is: Does it get into your libraries and into your 
kits? 

Colonel Stonr. Not through our resources, no, sir; we have qualified 
librarians with college degrees, who select and censor books. We had 
quite an argument last month about a well-known book, a coming-out 
book, called Down from the Ridge, a book about Korea, which we 
did not put out. Although there is nothing pornographic about it, 
it is a graphic description of injuries in war in Korea. We did not 
select that for our paperbound book kits, feeling it might hurt the 
morale more than it would help it. 

We are sure many thousands of our men will see that book, through 
the organizations which voluntarily send many kinds of books, but 
we do censor very carefully. 

The reason I said we have no complaint is becaue [ am very much 
interested in this censorship. There are books I personally don’t 
agree With which you will find all through the newsstands, and we try 
to avoid everything that can be censored by an honest, average 
American, through our channels. Our channels are restricted. 

Last vear, as an examplé, last summer, 16 or 18 Congressmen made 
a visit to the Far East at the end of the congressional session. We 
got a hurry call to give them some reading material and hauled out of 
our display case a set of paperbound books, complete, boxed them up 
and put them on the plane with the Congressmen. There was no 
effort to pull any book or to substitute any book. 

Have I indicated fairly clearly the way we work this? 

Senator McC.euian. I just simply asked the question. Of course, 
as I understood the Congressman, he is not charging that the Gov- 
ernment is or that the Army is actually purchasing and distributing 
that character of literature. He simply wanted us to inquire into it, 
I assume, and make certain that it was not being done. You tell us 
it is not being done. 

Colonel Stonr. We would like to reassure you that the selection is a 
very sane selection, which will stand the light of the Congressman’s 
comments. 

Representative Gatuines. The list that was submitted to the House 
committee was a fine list. It is difficult to make good choices when 
such a large number are lewd, salacious, and undesirable. 

Senator Fercuson. But you have some doubts in your mind that 
that is going to be the whole list? 
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Representative Garuines. That was my thought because of the 
fact that there were 7,700 kits. I understood that to furnish the 
Committee on Appropriations with a full list of titles would be a large 
tusk. 


METHOD OF BOOK SELECTION 


Colonel Srone. I think there is a misapprehension there. The 
7,700 kits are made up of 3,850 kits of 30 titles, 1 selection, 3,850 
kits of 30 other titles, but there are only 60 different books a month 
involved. 

Senator Ferauson. So that is not a big censorship job? 

Colonel Stonn. Oh, no; and you will find good books in it. This 
list was not picked specifically. These are the February and March 
1953 lists, the latest lists. 

Senator McC.Leiian. Then you have a list of all that you have sent? 

Colonel Sronr. Oh, yes, yes. 

Senator McCieiian. And that list could be checked and very 
easily determined? 

Colonel Sronr. And the reason I mentioned that we have no official 
complaints is that the American public is very quick to complain if 
we send anything they don’t like out to the men through our channel. 


DISSEMINATION THROUGH PX’S 


Senator McC.etian. I do not know what supervision you exercise 
over PX’s. 

Colonel Sronn. They are not under our control, sir. They are 
separate agencies. 

Senator McCieiian. That is another avenue where books like 
this may be placed on the newsstands and be made readily accessible 
to those who want to buy them. I think that might be a source, if 
books are over there, in view of what you state, if books are over there 
in the hands of servicemen, of this character and of this nature. They 
are probably books that have been shipped for sale and placed, some 
of them, in the PX’s, and on newsstands 

Colonel Srone. It would be very difficult to trace, sir, because 
families send books to me, and there is no telling where a book comes 
from, if vou pick it up on the battle lines. 

Senator McCLe.tian. The only thing we can make certain of is 
that the Government 

Colonel Stone. | think you can be assured that none of the type 
which is going to be objectionable is coming out through our sources. 
And I would be happy to submit all of any lists, or to get a sample 
book kit for you tomorrow. 

Senator Fercuson. Thank you. 

Representative Garuines. Thank so much for according me the 
privilege of appearing here 

Senator FerGcuson. | will insert at this point in the record certain 
communications received by Senator Young regarding the Veterans’ 
Administration 

The communications referred to follow: 


2999S—-53 
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(See p. 268.) 


STatTe or Norta Dakota, 
DEPARTMEN r OF \ ETERANS AFFAIRS, 
Fa go, N. Dak., December 30, 1952. 


Senator Mitton R OUNG 
Senate Office Building Washington, D. ¢ 


My Dear Senator: While you were in Fargo I discussed with you what 

I consider the deplorable situation at our Veterans’ hospital here in Fargo. I 
understand since that time you have conferred with some of the other service 
orzanizations who, | imagine, gave you pretty much the same picture that I 
gave you. 
\t the present time the medical staff at the hospital for ward work consists 
of 1 surgeon, 1 G. U. doctor, and 2 for internal medicine. With such a limited 
staff, only 146 of the 415 beds are activated. The ordinary patient load at 
the present time is about 100 to 125, with some over 100 on the waiting list. 
lhis waiting list could be much larger if it wasn’t for the fact many veterans 
throughout the State are discouraged to make application for admission. I 
have been advised the present surgeon has signified his intention to transfer 
to some other hospital unless he is assured of some assistance through addi- 
tional surgeons in the near future. 

rhis hospital serves the greater part of North Dakota and the 9th Congres- 
sional District in Minnesota, consisting of 15 counties. Personally, I am very 
much concerned over the situation here and while you will recall I told you 
[ did not think a change in the management would cure all ills, I definitely 
felt it would contribute to a stimulation of the morale in the personnel, which 
at the present time is at an extremely low ebb. 

I give this picture to you with the hopes that in the interest of North Dakota 
and North Dakota veterans you will use every influence possible to bring the 
Fargo hospital back to the standards of efficiency that has been experienced 
by this hospital in the past 

Very truly yours, 
FLoyp E. HENDERSON, 
Commissioner of Veterans Affairs. 


DisaBLED AMERICAN VETERANS, 
NATIONAL SERVICE OFFICE, 
Fargo, N. Dak., January 8, 1953 
The Honorable Mitton R. Youne 
The United States Senate, Washington 25, D. C. 


My Dear Senator Youne: I wish to again thank you for the fine meeting we 
had with you on December 28 at the Gardner Hotel. 

I am enclosing the latest figures regarding curtailment of service to veterans 
because of the shortage of funds 

The dental clinic at the Fargo VA Hospital informed me that, as of today, 

1ey have 518 examinations pending which they cannot complete because of the 
fF money These examinations will cost $7,252. 

‘hey have 714 applications for dental treatment at this time. These appli- 

have been approved but they are unable to authorize the treatment 
because of lack of money, and it is estimated that it will cost $41,910 for the 
dental treatment of these cases. The dental clinic further informed me they 
are receiving on the average of 100 dental applications a week and 75 to 80 percent 
of these applications are being made by Korea veterans. 

tegarding the medical situation at the Fargo hospital, at the present time 
there are 127 veterans that have made application for hospitalization; 43 of 
these are for surgical treatment and 84 are for medical treatment. The Fargo 
VA Hospital informed me they have transferred the applications of 24 veterans 
to the Minot VA Hospital, 8 of these for medical and 6 for surgical treatment. 
The applications for hospitalization that have been transferred to the Minot 
hospital are for veterans that are living within that area and their applications 
had been previously been forwarded through the Minot hospital to Fargo or 
sent directly to the Fargo hospital by the veterans. 

As of January 16, 1953, there will be 2 doctors of internal medicine and 1 
surgical doctor to cover 4 wards. The chief medical officer has informed me 
they have ample consultation doctors from the city of Fargo, but these consultants 
refuse to do any paperwork; therefore this is left up to the present medical staff, 
and they are not able to handle the paperwork and properly take care of the 
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patients. After January 16 it is doubtful if they will be able to carry on under 
the present patient load and that means it will have to be reduced and, as a 
result, more patients will be put on the waiting list. 

In regard to the Minot hospital, I have been informed that after January 15 
the medical personnel at that hospital will be increased and they will have a total 
of six physicians, including the manager. The first part of December they were 
down to two doctors, including the manager. Six is the most they have ever had 
in the Minot hos} ital 

I have been informed they have a waiting list of 13 patients, 11 medical and 
2 surgical. The manager at the Minot hospital also informed me he was quite 
certain they could stay fairly well abreast of the applications after January 15 
It is my opinion, however, that this is rather doubtful for the reason that unless 

Fargo hospital receives additional medical personnel the majority of their 
applications will be transferred to Minot. The medical personnel at the Minot 
hospital will consist of a board-certified chief of medicine, four ward physicians 
the manger, acting as chief of professional services and chief of surgery. 

I have been informed they are attempting to obtain a dental technician and 
may be able to secure one by January 15; however, if they are unable to do so, 
this will handicap the dental service 

At the present time they have no backlog of dental applications 

I think I have pretty well covered the situation at the Fargo and Minot hos- 
pitals and have tried to make this as brief and to the point as possible. 

I wish to again thank you for the support you are offering us in assisting to 
btain a supplemental appropriation and whatever you can do to help us secure 
medical personnel at the Fargo hospital to take care of the North Dakota veterans 

Thanking you very much, I remain, 

Sincere ly, 


WiuuiaM J. Disner, National Service Office. 


VETERANS OF FoREIGN WaRs OF THE UNITED StTatTeRs, 
Fargo, N. Dak., January 15, 1968 
The Honorable Mit rON Yor NG, 
United States Senate, Washington, D. C. 

Dear Senator Youne: I wish to express my apologies and deep regrets for 
not being able to meet with you on December 28, when you discussed the North 
Dakota veterans’ hospital situation with Mr. George Rulon of the American 
Legion, Mr. Francis Beaton and Mr. William Disher of the Disabled American 
Veterans, and Mr. Fred Jordan and Mr. Forrest Adams of the Veterans of Foreign 
Wars. I would like to have attended the meeting, but I feel certain that the other 
ve! tlemer presel ted the problem it an adequate manner 

The latest available figures from the Veterans’ Administration in Fargo are 
forwarded for your informatior The waiting list at the hospital as of January 7 
totaled 27: 43 re quiring surgical treatment of various natures. and 84 in need of 


what the medical profession is pleased to call medical treatment, i. e., treatment 
for such diseases as diabetes, heart ailments, and other conditions not requiring 
surgery. On January 8, 24 of these applications for treatment were transferred 
to the Minot hospital. These included 6 surgical and 18 medical cases. These 
applications are for veterans living in the Minot area whose requests for treatment 
had been referred from Minot or had come directly to the Fargo hospital. 

Our doctor situation at Fargo is critical. As of January 16 we will have only 
Dr. Bergan and Dr. Kozelka ou the medical staff and Dr. Tait the only surgeon 
The only orthopedic surgeon on the staff, who has only been on a part-time basis, 
has been called by the Army and is no longer handling cases All orthopedic 
cases must now be called into the Minneapolis hospital. Dr. McCarthy, the staff 
urologist, will be leaving on January 16 to enter private practice in the State of 
Washington. The chief medica! officer, Dr. Quamme, has indicated that they do 
have, at the present time, adequate funds for consultants in the various specialties 
but are unable to fully utilize them because of the lack of staff physicians. The 
consultants seem to have an aversion to writing out summaries and reports and 
these duties must be performed by the staff doctors. With a patient load aver- 
aging 110-120 patients, the staff doctors have been unable to keep up with the 
present load of paperwork, and it is extremely doubtful whether the Fargo hospital! 
will be able to continue its present load. In view of the staff limitations, it may 
become necessary to close 1 of the 4 wards currently operating. This would 
reduce the patient capacity to approximately 75. 


¢ 
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The Minot hospital, after January 16, will be in the best shape for doctors sinc: 
the opening of the hospital. Six weeks ago Minot had only two doctors. How- 
ever, they have already obtained 2 additional doctors and have 2 more scheduled 
to report by January 16. The staff of 6 is the most they have ever had. The 
last figures on the Minot waiting list, which was December 31, indicated they 
had only 2 surgical patients and 11 medical patients waiting. Of course, this 
number has been increased by the transfers from the Fargo hospital and by new 
meee eran but, the manager indicated that, with the increased staff, they would 
be able to keep fairly well abreast of new applications. However, it does seem 
Saas that, unless the staff of the Fargo hospital is increased, a large number 
of applications in Fargo will have to be referred to Minot, which will again result 
in swamping that hospital 

Minot is also attempting to obtain a dental technician. They have indicated 
that they could operate without one bu that it would handicap them considerably 
in the treating of thei ir patients. The Fargo office handles all of the dental claims 
for North Dakota and the Ninth Comet District of Minnesota. As of 
January 8 the Fargo office had a total of 518 dental examinations pending, which 
could not be completed because of lack of funds. The estimated cost of these 
examinations is $7,252. These examinations are all examinations to determine 
the need of treatment or examinations meeting the 1-year presumptive for Korean 
veterans to establish service connection. A total of 714 applications for treatment 
have been approved and are pending, due to a lack of funds. The estimated cost 
of those examinations is $41,910. I was further advised that an average of 100 
dental applications a week is being received and from 75 to 80 percent of these 
applications are from the veterans of the Korean affair. Inasmuch as the majority 
of these applications will require examinations, an estimated weekly cost of $1,400 
is needed to authorize only the examinations. Treatment costs, of course, vary 
with the different cases. The dental clinic at Fargo requested a total of approxi- 
nately $150,000 for the current fiscal quarter. They received only $25,000, 
which, as indicated above, will not begin to cover the examinations and treatment 
already approved. The situation appears to be going from bad to worse, inasmuch 
as requests are flowing in at a much greater rate than the money which is needed 
to handle them The veterans living within 100 miles of Fargo will be called into 
Fargo for examination as often as possible, but due to the reduction of the dental 
clinic staff by one dentist and the increased amount of rating action which the 
dentists must do to establish service connection, they have not been able to do 
as much of this as could be done with an adequate staff 

I have tried to make this letter as brief and concise as possible and hope that 
it adequately covers the situation in the State of North Dakota. I wish to ex- 
press my appreciation and the appreciation of my organization for the support 
vou are offering us in attempting to obtain a supplemental appropriation, and 
for your assistance in our never-ending effort to obtain adequate medical personnel 
for the Fargo hospital. We greatly appreciate your assistance on our behalf. 

Yours truly, 
Frank H. McLavuaatin, Service Officer. 


AMERICAN LEGION 
DEPARTMENT OF NortH Dakora, 
Fargo, V Dak.., Januray 27, 19538. 
Hon. Mruron R. Youna, 
l'nited States Senate, Senate Office Building, 
Washington, D. ( 


Dear Mixt: The enclosed resolution was unanimously adopted by representa- 
tives of North Dadota’s 228 American Legion posts at the annual midwinter 
conference in Fargo, N. Dak., on Monday and Tuesday, January 19-20, 1953. 

The cut of $31 million in appropriations in the last Congress for medical opera- 
tions of the Veterans’ Administration has produced a tremendous curtailment 
upon the service that was previously rendered to the disabled veteran. The 
records will now show that this was a very foolish reduction, and this session of 
Congress must increase the appropriations for medical care and treatment of the 
disabled veteran. If there is a type of service that the disabled veteran is entitled 
to receive, it is that of medical care and treatment in Veterans’ Administration 
hospitals. 

I will have more information for you on this matter shortly. 

With kindest personal regards, I am 

Sincerely yours, 
Th Jack WILLIAMS, 
Department Adjutant 
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Whereas there are located at Farge and Minot, N. Dak . two of the finest Vet- 
rans’ Administration hospitals to be found anywhere in the United States: and 
Whereas these hospitals are now operating at a greatly reduced capacity due 
the shortage of Federal funds needed to properly maintain them; and 
W he is this lack of Federal funds has caused the closing of 250 beds of the 
100-bed Fargo hospital and 73 beds of the 162-bed Minot hospital; and 
Whereas, on December 31. 1952. there were 9,735 North Dakota veterans en- 
tled to service nnection for their disabilities or drawing pensions and over 
} 000 claims fiied but on which benefits have not vet been granted: and 
Whereas these more than 9,000 claims can only be properly adjudicated under 
he law after physical examination and hospitalization, if required; and 
as the burden of proof of a claim rests on the individual disabled veteran 
Federal Government and 
er existing conditions it is impossible for North Dakota vetera 
are and treatment they are legally entitled to receive; and 
ever-increa } unber of North Dakota veterans returning from 
greater demands on these two institutions 


the annual midwinter conference of the American Legion, De- 

North Dakata, meet ng at Fargo, N. Dak., January 19 and 20, 

at North Dakota’s American Legion, hay ¢ been responsible for the 
ment of the State’s two VA hospitals for the care of North Dakota’s 


‘ans and realizing that adequate care for those veterans is not 
ided, requests North Dakota’s congressional delegation to make 
immediately ] rovides sufficient funds for the proper 

of our Veterans’ Administration hospitals and that central 
Administration in Washington, D. C., make such funds 


al ‘th Dakota hospitals once they have been appropriated. 


Whereupon, at p. m. Tuesday, February 24, 1953, a recess 
was taken until 2 p. m., Wednesday, February 25, 1953.) 


AND Messina Faciniries at WAKE ISLAND 


» pp. 34 and 262 


Federal employees stationed on Wake Island are authorized a 25-percent post 
: ; 


ifferential as incentive pay in recognition of the absence of schools, recreational 
facilities, isolation, and otherwise undesirable living conditions. This is addi- 

onal compensation, payable under section 207 of Public Law 491, 80th Congress, 
as amended The rates are determined by the United States Civil Service Com- 
MISSLO!I ; 

lhe post differential is not a cost-of-living allowance. Under authority of law 

U.S. C. 75a) wherever the Government requires employees to provide services 
and there are no community facilities available, housing, food, and other necessary 
facilities for the sustenance of life may be provided by the Government In 
computing the rate of charges to the employees for these items, the Government’s 
investment is not necessarily the criteria for computing charges. This has been 
determined upon by the Comptroller General, who indicates that the reasonable 
value of the service to the employee during the period and in the locality where 
situated is the basis for determining the charges involved. In line with this legis- 
lative authority, the CAA operates a commissary at Wake Island from which 
married emplovees obtain foodstuff 

The policy in the operation of CAA commissaries is to fix the rate for items 
supplied on a ‘“‘break even’’ basis. Specifically, the food is purchased in whole- 
sale quantities at Honolulu and transported primarily in Navy ships. Com- 
missary prices on Wake approximate Honolulu retail prices. Provided the mess- 
ing facilities requested of Congress are made available, the bachelor employees 
would obtain their food from the Government-operated mess, which would obtain 
its supplies from the same commissary serving the families 

In the absence of other messing facilities, it has been necessary for CAA to 
contract with Pan American Airways, who operated a restaurant at Wake, to 
feed our bachelor employees The rate for this messing of bachelors has been $4 
per day which the Government has paid, less $1.50 which has been deducted from 
the employee’s salary his deduction has been determined to be the fair value 
to the employee 
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WEDNESDAY, FEBRUARY 25, 1953 


Unitep Srates SENATE, 
COMMITTEE ON APPROPRIATIONS, 
Washington, D.C. 

The committee met at 2 p. m., pursuant to recess, in room F-39, 
the Capitol, Hon. Styles Bridges (chairman), presiding. 

Present: Senators Bridges, Ferguson, Saltonstall, McCarthy, 
Mundt, Dworshak, Dirksen, Knowland, Hayden, McCarren, Chavez, 
Maybank, Ellender and Hill. 


DEPARTMENT OF DEFENSE 


STATEMENTS OF LYLE S. GARLOCK, DEPUTY COMPTROLLER; J. R. 
LOFTIS, ASSISTANT FOR ADMINISTRATION, OFFICE OF THE 
SECRETARY OF DEFENSE; MAJ. C. C. TAYLOR, OFFICE OF JUDGE 
ADVOCATE GENERAL STAFF, ARMY; COMMANDER R. LIBBY, 
DIRECTOR, APPLIED LAW DIVISION, JUDGE ADVOCATE GENERAL, 
NAVY; MAJ. C. A. FAIRBAIRN, OFFICE OF FISCAL DIRECTOR, 
MARINE CORPS; COL. F. WADE, CHIEF, CLAIMS DIVISION, JUDGE 
ADVOCATE GENERAL, AIR FORCE; AND FRANK X. BROWN, 
ASSISTANT GENERAL COUNSEL, OFFICE OF SECRETARY OF 
DEFENSE 


Chairman Briners. We will come to order. 

Will you first outline for the benefit of the committee, what your 
position is as to, first, the original request and, second, your position 
regarding the action of the House? Tell us if there is any difference. 

Mr. Gartock. Yes, Senator. With your permission I should like 
to insert in the record our prepared statement. 

Chairman Brinces. It will be inserted. 

(The statement referred to and the justification follow :) 


STATEMENT oF Mr. LYLE S. Garlock 


During the previous session of the Congress, legislation was passed providing 
for the following increased or additional payments to members and former 
members of the Armed Forces: A military pay increase (Public Law 346, ap- 
proved May 19, 1952), mustering-out pay (Public Law 550, approved July 16, 
1952), combat-duty pay (title VII of the Defense Appropriation Act, 1953, Public 
Law 488, approved July 10, 1952), and uniform allowances for officers (sec. 243, 
Armed Forces Reserve Act, 1952, Public Law 476, approved July 9, 1952). 
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The fiscal year 1953 budget as originally presented to the Congress did not 
make provision for these increased costs, but the Congress authorized the use 
of certain other funds to meet the need on a temporary basis. As we understood 
at the time, it was the intent of Congress to permit the use of unobligated bal 
ances from fiscal year 1952 to assist in meeting the cost of the pay raise for 
military personnel. However, the Comptroller General has ruled that the lan 
suage contained in the Appropriation Act for fiscal year 1953 did not make the 
use of fiscal year 1952 funds possible 

In order to meet the need for $1,444,377,000 in additional funds to finance 
these and other increased costs, President Truman forwarded a request for 
$1,200,000,000 for supplemental appropriations with the balance of the funds 
to be financed by previously authorized adjustments. In our discussions with 
the House Appropriations Committee, we indicated that certain fiscal year 1952 
funds were available if the Congress wished to authorize the transfer of such 
funds. However, the House Appropriations Committee expressed the belief that 
all additional funds required should be taken from funds currently available 
rather than from prior year funds, and in their report on H. R. 3053 indicated 
the appropriations in which they thought funds were available for transfers 
However, the language of the Appropriation Act itself provides as follows 
. the foregoing amounts under this heading to be derived by transfer from 

such apprepriations available to the Department of Defense for obligation dur 
ing the fiscal year 1953 as may be designated by the Secretary of Defense with 
the approval of the Bureau of the Budget.” 
On the basis of such appropriation language, the Department of Defense will, 
the Senate concurs in this approach, make every effort to comply with the 
wishes of the Congress by making transfers from appropriations that will least 
interfere with the necessary military build-up. If this proves to be impossible, 
we will have to return to the Congress with a request for additional funds either 
in this year or in subsequent years, depending upon the time when such funds 
are needed 


if 


In the report by the House committee, it is indicated that action was hased, 
in part, upon the “freeze-order reductions” contained in the letter of February 
3, 1953, from the Director of the Bureau of the Budget. In accordance with this 
letter, the Department of Defense is reviewing its requirements for incurring 
obligations during the last 5 months of this year. Following such review, there 
will be established rates of obligation which will permit the Department to meet 
its military requirements and comply with the intent of the letter from the 
Director of the Bureau of the Budget to hold obligations to a minimum during 
this period. Therefore, until the review is completed, the Department does 
not wish to make a statement on any specific list of appropriations that may 
have funds available for transfer between now and June 30, 1953. 

The report indicates that funds might be transferred from Funds reserved 
vy the Air Force. These funds are being reserved to cover such things as en- 
gineering changes, first destination transportation, and expansion of alkylate 
production facilities, all of which are known requirements. The Department 
helieves that it would be unwise to transfer such funds to meet current operating 
costs In the case of engineering changes and first destination transportation 
we believe that the total cost of the aircraft to which these costs apply should 
he budgeted for and set aside in the initial instance. With respect to the alky- 

ite production facilities, negotiations are going on at the present time which 

iv reauire these funds to he used at any time 

\t this time it is not the position of the Department of Defense that the amount 
of S295.583.000 mav not be available in this appropriation, but until our current 
review is completed for all appropriations, no commitment can be made. 

In summary, the Department of Defense accepts the amounts provided in 
the Second Supplemental Appropriation Act as passed by the House, except for 
the $11,126.000 deleted from the Army travel request. and will make everv effort 
to finance these costs in accordance with the transfer language provided in the 
bill. This, of course, is with the understanding that following the current review 
of 1953 and 1954 needs within the Department of Defense. adjustments can he 
made as to the source of funds to prevent interference with the necessary mili 
tury build-up and with the understanding that if funds appropriated for pro- 
curement purposes have to be used to finance these current costs, it may be 
necessary to ask for their replacement in fiscal year 1954 or in subsequent years. 
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SECOND SUPPLEMENTAL APPROPRIATION BILL, 1953 


DEPARTMENT OF THE ARMY 
MILITARY PERSONNEL, ARMY 


Page 12, line 8 of bill as reported by House committee : 
1953 appropriation i . d , 410, 000, 000 
1953 supplemental! : 7 776, 300, OOO 


House committee cn soul 725, 724, OOO 


(House hearings, pp. 481-482, 493-495, 499-500, 502.) 
Che Department of the Army requests the following amendment ; 


PROPOSED AMENDMENT 


Page 12, line &: Strike out “$725,724,000" and insert in lieu thereof “$736,850, 
0OO, the estimate, an increase of $11,126,000 over the House aah amount. 


EFFECT OF PROPOSED AMENDMENT 


The net adjusted requirement for the fiscal year 1953 supplemental under this 
heading on page 29 of the House committee report is stated as $736,850,000. The 
proposed amendment will have the effect of covering this requirement 


HOUSE COMMITTEE REPORT 


Department of Defense —The additional amount of $11,126,000 requested by 
the Army for station allowance costs under the joint travel regulations is dis 
allowed rhe committee was not satisfied with the basis of the justification 
made for the item; it is planned to review the subject in more detail during 
hearings on the 1954 estimates. 


JUSTIFICATION OF PROPOSED AMENDMENT 


The Army can justify the additional 1953 requirement based on the numbers 
currently drawing station allowances as reported by disbursing officers. 

The rates of compensation by geographical areas are established by an inter 
departmental committee composed of a representative from each of the uniformed 
services. The Army has a representative, but otherwise exercises no more con 
trol than any otlifer participating member. Once the station allowance rates 
are established, the Army cannot adjust the rates through unilateral action. If 
the men are stationed in the area they are entitled to the station allowance 
authorized therefor. 

Of the $11,126,00 requested, approximately $1,000,000 is applicable to officers 
and $10,000,000 to enlisted pe ‘rsonnel. Additional amount is required to correct 
deficiency in original 1953 estimate. Initial preparation of 1953 estimate began 
in October 1951 and experience has shown amount included for station allow 
ance was seriously understated in terms of the estimate and changes in station 
allowance rates and oversea deployment since that time. A similar situation 

curred in 1952 and was partially corrected in 1952 urgent deficiency appropria 

on last June. Final tabulation of military pay records for 1952 show a total 
expenditure of $28,000,000 for station allowances in that fiscal vear 

Revised 1953 estimate totaled $23,300,000. Obligations through January ap 

s<imated $14,000,000, or nearly $2,200,000 in excess of amount included for 
tion allowances in original 1953 appropriation request 


hese reasons complete restoration is requested 


BASIS OF REQUIREMENT 


Mr. Gar.ock. The requirement for financing grows out of the 
changes in the pay bill last year, the military pay increase, mustering 
out pay, combat-duty pay, and the uniform allowance bill. At the 

ime the the appropriation bill passed the Senate last year, we were 
ae the impression that the language provided in the 1953 Appro- 
priation Act was sufficient to let us use some unexpended 1952 funds. 
However, the Comptroller General ruled that that language was out 
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of order and transfers had to be confined to the 1953 funds. On that 
basis we calculated early in December or late in November the amourt 
of additional funds we thought we would need to finance this addi- 
tional pay and the claims appropriation. 

When we appeared before the House there had been certain ad- 
justments that could be made because of the passage of time. Those 
were corrected and the amounts that are shown in the bill as passed 
by the House are satisfactory to the Department with the exception 
of the $11,126,000 that was deleted from Army travel and station 
allowances. 

FINANCING PROPOSAL OF HOUSE 


With respect to the method of financing proposed by the House, the 
Department does not object to financing the bill from funds available, 
but we do want to point out that it is still too early in the year to 
determine which appropriations can stand these transfers without any 
substantial interference with the military operations. 

So if this committee agrees with the House action, and it is under- 
stood we are to take the money from those appropriations which will 
not cause any interference with the military build-up, we will concur. 
It is possible, Senator, that we might have to use some procurement 
money that would have to be replaced in later years. 

That is our general position. 

Chairman Brivers. Are there any questions ? 

Senator Hitz. As I understand it, under the House language you 
can only take funds that will be appropriated for the present fiscal 
year; is that correct ? 

Mr. Garwock. Yes, sir. 

Senator Hix. In other words, you cannot get back any previously 
appropriated funds that have not yet been expended? 

Mr. Gartock. No, sir. 

Chairman Brivers. Then, as far as the Department of Defense is 
concerned, that is the only change you recommend ? 

Mr. Gartock. That the $11,126,000 be restored. 


LANGUAGE CHANGE REQUESTED 


Chairman Bripcrs. What is the next request ? 

Mr. Gartock. The language item, Senator, where we had to have 
some corrections in last year’s appropriations, and where we have 
asked, in the case of the Navy to extend the availability for certain 
Marine Corps and Navy money. On page 12, line 20 of the bill as 
it passed the House, the Navy is asking for the unexpended balance 
of the appropriation “Marine Corps, troops and facilities, 1951,” 
remain available during the fiscal year 1954 for liquidation of obli- 
gations incurred thereunder for procurement of ordnance ammuni- 
tion, and other military equipment. 


PRIOR APPROPRIATION 


If you will recall, in the 1951 appropriation bill for the Depart- 
ment as a whole we had $6,000,000,000 appropriation which was 
made available the last week in May. Actually that was about the 
same as having 1952 money. 
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We have found in the case of Marine Corps, troops and facilities, 
ships and facilities, ordnance and facilities in the Navy, that some 
of the material ordered under that appropriation in 1951 is not going 
to be delivered before next June. Rather than cancel the contract 
or to have the bill settled through the General Accounting Office, we 
have asked for the extension of these procurement funds. 

Senator Haypen. Is this extension necessary because of the 2-year 
limitation on military appropriation / 

Mr. GarLock. It is necessary because of the 3-year limitation on 
expenditures to liquidate obligations in these particular appropria- 
tions. 


LANGUAGE ADDITION 


The next item, sir, relates to the Department of the Air Force. In 
the printing of the bill last summer, the authority to spend money 
to liquidate contract authority was inadvertently dropped from the 
printed bill. This merely corrects the technical detail. 

Chairman Bripers. Having asked the House for this large appro- 
priation and having been denied the funds by the House, except by 
transfer, why is it that you are not now requesting that these Funds 
be restored, if your original request was justified ? 

Mr. Gartock. Senator, there are certain areas here where the De- 
partment of Defense does not have the determination. 

Senator Feravson. Who does have it? 


FINAL DETERMINATION 


Mr. Gar.ock. The final determination in many of these areas is 
made in the Bureau of the Budget. It was their determination last 
December that, unless we could specify the particular appropriation 
and the particular amount to be transferred, they would ask for 
new funds. 

Senator Frravson. Will you repeat that? 

Mr. Gartock. Unless we could specify for them in late November 
or early December the exact amounts and the exact appropriations 
from which the transfers could be made, they would ask for new 
funds. 

Senator Frrevson. You had that kind of agreement with the 
Bureau of the Budget ? 

Mr. Gartock. That was their position. 

Senator Frravson. That was their demand ? 

Mr. Gartock. Their demand. We could not at that time, as we 
do not think we can now, precisely specify where the funds will come 
from. 

SOURCE OF FUNDS 


Senator Frrevuson. You do say you can get it from somewhere? 

Mr. Gartock. Yes, sir. Before you came in, Senator, I qualified our 
problem to this extent: We may find that we may have to take 
some of it from procurement money that will need to be replaced 
in 1954 or 1955; in other words, with the amount of procurement 
money we have on hand, if we have to take some tank or aircraft 
money that is not needed at the moment. 
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Senator Frrevson. Do you not think that you ought to be able 
to tell us that you will not take it from that particular fund ? 

Mr. Garrockx. I would say that would be the last source that we 
would tap. 

Senator Frercvson. You see, there is a difference between taking 
it from that fund or some other fund that we would not have to 
replace. 

Mr. Gartock. I can promise, on behalf of the Department of De- 
fense, that we will make every effort to take it from funds that will 
not have to be replaced. 

Senator Frerevson. If you do take it from that fund, would you 
come up here before you take it? 


OPPORTUNITY FOR COMMITTEE ACTION 


Mr. Gartockx. We would be happy to do as the House asked us to 
do. When we finally make up the list of appropriations from which 
we think the transfers should be made, we shall be glad to bring it 
back to the committee. 

Senator Ferevson. Is that what you are doing with the House? 

Mr. Gartock. Yes. 

Senator Frrevson. So that this committee will have notice that you 
did intend to take it from that fund. Then, if they desired to act not 
to allow you to do it, they would have time to do it? 

Mr. Gartock. Yes, sir. 

Chairman Brinees. I notice here a request for a language change 
under the Department of the Navy, Marine Corps, troops and facili- 
ties. This was granted by the House. What is the necessity for this 
change? 


BASIS FOR REQUEST 


Mr. Gartock. You will remember we got four appropriations for 
fiscal year 1951, the last one being made available to us on the last 
day of May. It was fiscal year 1952 by the time the money got under 
contract. We have not been able to get all the material financed, all 
the material delivered that was financed under that 1951 money. It 
will not all be delivered by June 30. Rather than let those bills 
go to the General Accounting Office for settlement, because they are 
n substantial amounts, we thought it would be better to ask that the 
funds be continued for availability for expenditure and settlement 

a regular manner. This is the same kind of money that in the 
other two Departments is no-year money. 

Chairman Briners. By “no year” you mean there is no specified 
year! 

Mr. Garnock. Available until expended. 

Senator Hitz. In other words, you contract for this; you may not 
get it for many months until you get your contract; and you do not 
pay for it until you get it? 

Mr. Gartock. That is right. In these three appropriations we 
found there was a considerable amount placed under contract in the 
1951 appropriations where we are not gomg to get it delivered by 
next June when the 1951 funds lapse for expenditure purposes. 
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CONTRACT OBLIGATIONS 


Senator Ferguson. Hi: ave you taken any steps to redefine what you 
do mean by “obligated”? You are talking here about funds being 
payable or obligated. 

Mr. Gartock. Senator, these funds, at the time we came in for this 
language, the Department of the Navy and our office checked back. 
There is no question about the obligations being firm. They are 
under contract. 

Senator Ferguson. They are under contract ¢ 

Mr. GARLOCK. Yes. 

Senator Frerevuson. And not set aside in a fund ¢ 

Mr. GARLOCK. Ante to place obligations, lapsed on June 30, 
1951. All we are asking is for continuing availability to pay the 
bills against these contr San as they come in to us; in other- words, 
to liquidate the obligations. 


CURRENT STATUS OF FUNDS 


Senator ELtenper. Can you tell us the amount of funds you new 
have on hand that you can spend for this purpose and that you will 
not have to come to Congress for replacement ? 

Mr. Gartock. No, sir, Senator, I cannot. The Department is in 
the process of reviewing the current status of funds, and reviewing 
with the new Secretaries exactly what they want done. 

Senator ELtenper. In answer to the question by Senator Fergu- 
son, you said you would first use those funds that in your mind you 


would not come back to replace. You do not have any idea how 
much that would amount to? 

Mr. Garvock. I have this much of an idea. I am pretty sure that 
it is at least $600,000,000. Now, we will make an effort to get the full 
amount. 1 cannot guarantee this committee today as to how much 
of that last $500,000,000 we will be able to get. 


OTHER SOURCES OF FUNDS 


Senator ELtenper. Then you said you were going to tap some other 
funds. What will be the order ? 

Mr. Garvock. The other funds would have to be then procurement 
funds which would continue available. I indicated to the Senator 
we would come back and present that list of the proposed transfers. 

Senator ELttenper. And which would have to be replaced in the 
luture / 

Mr. Garvock. Yes. 

Senator ELtenper. Have you any funds on hand today that could 
await expenditures 2 or 3 or 4 years hence’ Do you know of any 4 

Mr. Garnock. Yes, we have some, because with the aircraft, shine 
and public works items that are long-lead-time items, for example, i 
you are building a $40,000,000 base some place, the last million dollars 
of it you know is not going to be spent for quite some time. But we 
work with the committees. When we presented the base we got the 
Whole amount for it so we would not come back piecemeal for it. 

Senator ELtenper.- When you make a contract, as I understand, you 
are supposed to have all the money at hand / 
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Mr. Garuock. Yes, sir. 

Senator ELtenper. And here you are going to violate that? 
Mr. Gartocrk. No, sir. 

Senator ELtenper. What is that ? 


NO TRANSFER OF OBLIGATED FUNDS 


Mr. Gartock. No, sir; we will not be taking any money that is 
obligated against the contracts. I use my public works example. 
When you start to build a $40,000,000 base, you do not place it all under 
contract at once. 

Senator ELLeNpEeR. You mean the whole base ? 

Mr. Gartock. The whole base. You let it in increments. What 
we would have to do is to go to the various appropriations and find 
some of these last increments, where they are not me contract. 

Senator Exttenper. Then, of course, you would come back to Con- 
gress to replace such funds as you have taken for other one! 

Mr. Garuock. Yes, sir. As Senator Ferguson said, he ~oee to 
know before we mi ide the transfers, where they were coming from, 
that if the committee did not like our proposal, they would ee an 
0 jpportunity to prevent them. 

Senator ELLenper. It is a fact that money is not considered in the 
deficit area until you actually expend it? 

Mr. Gartockx. That is right. The estimated cash position is against 
the proposed spending, not against appropriations. 

Senator Magnuson. What does that accomplish, if you have to 
come back and get it here? Just make a better showing; is that all? 


POSSIBLE USE OF PROCUREMENT MONEY 


Mr. Gartiock. If it turns out we actually have to use some procure- 
ment money, the net savings in the long run will be reduced by that 
amount, but because the House committee things that we can get the 
full amount without tapping that kind of money—and I am not pre- 
pared to say we cannot—they want us to try, and it is just possible we 
will get the maximum savings that way. 

Senator Fereuson. You see, they may be able to get it out of funds 
that they do not have to replace. 

Senator Extenper. He says that is about $600,000,000. 

Mr. Gartock. The $600,000,000, Senator, I say we are sure of today. 

Senator Etienorer. That is what I am talking about. And not 
any more, you say? 

Mr. Gartock. As the years go on, there may be more. 


ANTICIPATED SURPLUS 


Senator ELrtenper. Now, will you tell us in a few words about the 
$600,000,000? How does it come that you can use it for other pur- 
poses you have just indicated without having to come back to the 
Congress ? 

Mr. Gartocrn. Senator, with an appropriation the size of ours, and 
the number of people to whom we have to allot money, by the time 
you allot all this annual money out, all the different people would be 
obligated, each one who has a legal commitment of not ov erobligating. 
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Practically everyone has a little bit left over in these annual appro- 
priations. On the basis of our past experience, that ought to run 
about $600,000,000 next June 30. 

Senator Exttenper. In making your presentation to the Congress, 
[ suppose you do, like the contractors, you always put a little higher 
percentage over and above what you really think you are going to 
need ¢ 

Mr. Gartock. No, Senator, it does not work out that way. 

Senator Extenpver. But it works out that way, does it not? 


REASON FOR SURPLUS 


Mr. Gartockx. No. Under the limitation that you have in obligat- 
ing Federal funds and appropriations of any size, it is practically im- 
possib ‘le to obligate 100 percent and st: Ly leg: al. Your choice is to a 
under or go to jail, and practically everybody stays under. Just be- 

‘ause of the number of different pockets, the n umber of different con- 
tracting officers, you accumulate this much altogether. 

Senator Exitenper. I suppose that is one of the virtues of having 
you appropriate the money rather than doing it on contract authority / 

Mr. Garnock. Yes. 

Senator Eitenper. That is an argument in favor of the House’s 
position. 

Mr. Garnock. Yes, sir. 

Senator Evtenpver. That it might be best to appropriate the money 
and contract the money appropriated, rather than give you the con- 
tract authority. 

Mr. Gariock. Yes, sir 

Senator Frrcuson (presiding). Are there any other questions! 
Do you want to say anything more on this Marine Corps troops and 
facilities item ? 

General Moore. Mr. Chairman, I think they should develop this 
Reclama for $11,000,000 because that is going to come up in conference. 

Senator Ferevson. Will you tell us about that now! Do you have 
some witnesses ? 

I want to say that I know the whole committee shares this view: 
We do not want you to ask for anything in the deficiency bill at any 
time that ought to go in the regular bill, or even transfers. I think 
that ought to be the rule. 


APPROPRIATION REQUESTED FOR PRESENT FISCAL YEAR 


Mr. Gartock. The list that we have in here, Senator, is all 
quirements for this fiscal year and, according to our best estimate as 
of now, the money will be spent on these appropriations by June 30, 
1953. 

Senator Frrevson. In other words, you are not asking for any 
money now that will not be actually spent during this fiscal year. Is 
that right ? 

Mr. Gariock. We are not asking for any funds for which checks 
will not be written in this fiscal year. Whether they cash the checks 
and show that they spent it this fiscal year, we are unable to say. 

Senator Fercuson. You are not responsible for that, but it would 
be a payment of an obligation that is due this year? 
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Mr. Gariock. Yes, sir. 

Senator Frerauson. As far as you are concerned, you are going to 
issue the checks for this year, in this fiscal year / 

Mr. Gartock. Yes. 

Senator Frrevson. The reason for saying that is that I think the 
subcommittee that handles each one of these appropriations ought to 
have a right to look at it and consider it in the regular bill rather 
than under the deficiency bill. 

Mr. Gariock. You see, the main reason for needing additional 
funds here is these additional acts of Congress that were passed last 
year, not provided for ini the bill. 

Senator Extenper. With respect to what you are requesting, how 
much does that account for, these extra bills you speak of? This 
is increased pay, is it not? 


COST RESULTING FROM NEW LEGISLATION 


Q-= 


Mr. Garuock. The total actual cost of all these is $1.444.377.246. 
Part of that cost we have already taken care of by adjustments within 
the Department, which do not require further legislative authority. 

Senator Excuenper. But this $447,000,000 has come about because of 
legislation that Congress enacted since you were given funds? 

Mr. Gartock. With the minor exception of claims and part of the 
retired pay funds; yes, sir. 

Senator Frreuson. Do I understand that some of this language is 
essential because the General Accounting Office would not allow you 
to transfer from one title to another / 


USE OF UNEXPENDED BALANCES 


Mr. Garvock. They would not allow us to transfer 1952 money. 
When you passed the bill last summer, the language that authorized 
the transfer, we thought, would let us use some unexpended 1952 
balances. The General Accounting Office, when they read the lan- 
guage, said it did not: it applies only to 1953 money. 

Senator Fereuson. It did not apply to the 1952 balance ? 

Mr. Gartock. No, sir. 

Senator Frrauson. It is for that reason you want a change of 
language now 7 

Mr. Gariock. Yes, sir. 

Senator Frreuson. Otherwise that money— 

Mr. Gartock. No, Senator, not quite. The authority also was 
limited to one of these bills, the pay raise bill. There was no such 
transfer authority to cover uniform allowance, the combat-duty pay, 
or mustering-out pay. 

Senator Frreuson. Those were new legislative acts? 

Mr. Gariock. They all 4 were new, but provision was made for 
only 1 of them to be financed by transfers. No provision was made 
for the others. 

Senator Frrevson. It is for that reason that you are asking now 
for this language ? 

Mr. Gartock. Yes. 
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LANGUAGE APPLICABLE TO FUTURE BILLS 


Senator Frercuson. Mr. Garlock, you have no intention of asking 
us to make that language applicable to all future bills / 

Mr. Garvock. No. 

Senator Frercuson. You just want us to apply it to this supple 
mental bill, this deficiency bill? 

Mr. Gariock. Yes, sir. 

Senator, with respect to our appeal on the $11,126,000, I have asked 
Mr. Floberg, the Assistant Secretary of the Navy, to make the pres 
entation. 

Mr. Floberg is a member of the Committee of Assistant Secretaries 
to Supervise the Joint Travel Regulations which establishes the over 
seas allowances used by the three military departments in paying per 
sonnel stationed overseas. Because of his familiarity with this, al 


t 


though it isan Army item I have asked that he present the case. 


PER DIEM TRAVEL AND TRANSPORTATION ALLOWANCES 


STATEMENT OF HON. JOHN F. FLOBERG, ASSISTANT SECRETARY 
OF THE NAVY FOR AIR, DEPARTMENT OF DEFENSE 


Mr. Fionerc. Mr. Chairman, this is the first time in 38 months and 
20 days of my job I have been privileged to testify for the Army. 

Senator Frerevson. Do you call that a privilege? 

Mr. Fionerc. Yes, sir, I do. It is always a privilege to appear 
before this committee. 

Senator Ferauson. The Army is delighted about that. You may 


proceed. 

Mr. Fionerc. I am one of three members, Mr. Chairman and gentle 
men of the committee, and the only remaining original member of 
the Per Diem Travel and Transportation Allowance Committee. The 
other two members are, respectively, the Assistant Secretary of the 
(rmy and of the Air Force. 

At the present time, because of the transitory nature of the Depart 
ment of Defense appointees, the membership is a little vacuous, but 
nevertheless a person in authority in each department is acting on 
the committee. 

ESTABLISHMENT OF COMMITTEI 


This committee is established and performs its functions unde a 
arter which was issued to it and approved by the Department of 
Defense on the 27th of May 1950 The charter was issued to the com 
mittee and it requires a jo nt action by the three military departments 
m all matters coming within the purview of section 303 of the Career 


Compensation Act of 1949, which is 63 Stat. 802. 
| 


APPROVAL REQUIRED 


| s joint action also requires the approval of the Federal Seeur its 
Administrator, and of the Secretaries of Commerce and of the Treas 
iry before any regulations can be finally approved and promulgated 
meerning per diem, travel, and transportation allowances. In other 
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words, the determinations of the committee apply to the seven uni- 
formed services, Army, Navy, Air Force, Marine Corps, Public Health 
Service, Coast Guard, and Coast and Geodetic Survey. 

Naturally, quantitywise the departments in the Pentagon are by 
far the greatest in interest. 

I would like to read that section of the statute, Mr. Chairman, with 
your permission. It says: 

Without regard to the monetary limitations in this Act, the Secretaries of the 
uniformed services may authorize the payment to members of the uniformed 
services on duty outside the continental United States or in Alaska, whether 
yr not in a travel status, of a per diem, considering all elements of cost of living 
to members and their dependents, including the cost of quarters, subsistence, 
and other necessary incidental costs: Provided, That dependents shall not be 
considered in determining per diem allowances for members in a travel status. 


MEANING OF STATUTE 


This section of the statute means, in effect, that additional amounts 
for quarters, subsistence, and other necessary incidentals were to 
be provided to those members of the military on duty outside the 
continental United States or in Alaska when the normal allowance 
authorized, that is, the normal basic pay and normal allowances under 
the pay system, were not adequate to defray the additional expenses 
which they incurred by virtue of duty at overseas stations. 

Senator Fercuson. Now, did you have a hearing then, to deter- 
mine what was necessary to cover, for instance, a person overseas ¢ 

Mr. Fionerc. No, sir. I was not here in the summer of 1949 when 
the Career Compensation Act was passed, but my understanding of 
the history at that time is that it was recognized that certain incre- 
mental reimbursement to members of the military would be necessary 
in certain overseas stations where their regular rate of pay would 
not be adequate to absorb the cost of living in those countries. 

Senator Frerevson. My experience is that they pay the same for 
a meal in Tokio as they do anywhere else. It is around 40 cents. 
It is the same with the quarters. 

Mr. Friovere. No, sir. You are talking about general mess. I am 
talking about people who live in privately rented or occupied quar- 
ters and who do their own cooking and buy their own food. 

Senator Frrevson. You do not pass on the other item, the general 
mess ¢ 

BASIC PROBLEM 


Mr. Froserc. No, sir. When people are living in Government- 
furnished quarters, or eat in Government messes, we have no prob- 
lems. My subject concerns those members of the military services 
who are living the same as the »y would live here if they were renting 
an apartment in Washington and buying their food at the Atlantic 
& Pacific Tea Co. or Safeway. Those are the people we are talking 
about, except that the very unavailability of the Safeway in those 
foreign countries, raises the problems that are inherent in this whole 
area 

Senator ELLenper. Do you not have PX’s in those localities and 
can they not buy at the PX’s? 

Mr. FLonere. PX’s are not so important, Senator. It is the com- 
missaries that have an effect on these rates. Where commissaries 
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exist the rates are proportionately lower because the food is that 
much cheaper. 
I will expand on this in the course of this little discussion. 


SAME RATE REQUIRED FOR ALL UNIFORMED SERVICES 


Senator SALTONsTALL, What you say is that there is an agreement 
among the 3 services as to the amount to be paid, and what has hap- 
pened is that there are a number of Army people in these places 
greater than the estimates, so if you are going to live up to the agree- 
ment that is among the 8 services, you have to appropriate this $11,- 
126,000 more because of the Army ¢ 

Mr. Fropere. Yes, sir. It is more than an ee nt between the 
3 services, however. It is required by law to have the same rates 
among all 7 of the uniformed services. We are just talking about 
Army dollars this afternoon, but these principles apply across the 
board. 


OBJECTIVE OF COMMITTEE 


Now the fundamental principle which our committee has always 
observed and tried to enforce in the establishment of its per diem 
rates is that no member of the service should be eithe r financially 
penalized or financially rewarded for the accident of a duty assign- 
ment overseas. He should be able to live on a standard not substan- 
ially above the standard he would enjoy had he been assigned to 
duty in this country, and at the same time he should not be required 
to live on a standard substantially below that which the same man 


would have lived on had he been assigned to duty in this country. 
We try to maintain the stability of the economic class of the particu- 
lar man in question, officer or enlisted. We try to make these rates 
neither economically preferential nor economically burdensome. 
That is our objective, in broad terms. 


ACHIEVEMENT OF OBJECTIVE 


Now, how do we strive to achieve this objective? The Bureau of 
Labor Statistics cooperated initially when we got going on this com- 
mittee in helping us to determine how much a United States resident 
in a particular income group would spend in the course of a year on 
quarters, subsistence, and the other necessary incidentals of existence. 

It was determined within the departments at that time that the 
average single enlisted man whom we would consider was a pay grade 
E-4 with over 2 years’ service or pay grade E-3 with over 8 years’ 
service. That was an average income figure for the average single 
enlisted man. 

At that time the figures for a man of that income bracket in this 
country, figured by the Bureau of Labor Statistics, indicated that he 
would spend $67.50 of his money on subsistence : and $45 a month on 
his quarters. Those figures have since been brought up to date. 

Senator Sartonstatu. Do I understand, Mr. Floberg, that you are 
arguing that this committee could, this afternoon, if it so desired, 
change the rate of this allowance which you people have agreed upon, 
under the law ¢ 
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Mr. Fionerc. I suppose you have the legal authority to, Senator, 
but it certainly seems to me to be very unwise to legislate something 
that is as strictly administrative as this is. Remember, we covet 
dozens of countries. This goes to every place in the world. 


ESTABLISHMENT OF RATES 


Senator SauvronstaLtn. You are making an argument as to how these 
rates are built up. As far as we are concerned this afternoon, are 
we to assume that those rates have been worked out satisfactorily ‘ 
Is it another question of whether it will go into the desirability of 
changing these rates? 

Mr. Frovere. It really is, and I would be delighted to accept your 
inajor premise and w alk out the door, but in the report of the com 
mittee of the House on this subject, concerning the Army, they said 
that no justification had been established for this particular point. 
That is the reason I am here this afternoon—to tell you how these 
rates were established. I do not want to tell you about Army arith- 
metic; I think that is for the Army to discuss. I am here to discuss the 
system under which these rates are established. 

Senator Frreuson. And to establish the basis which at least this 
committee would have to take to the Congress ¢ 


ADVERSE PUBLICITY 


Mr. Fropera. Yes, sir. This is a subject that has been discussed on 
the floor of both Houses in recent days, since this session has been in 
session, and it has had some publicity and some adverse publicity for 


the military services. That is why I am delighted to be able to ex- 
plain it to this committee, because I think if it were properly under- 
stood the adverse publicity the services are getting out of it would be 
greatly reduced. 

DETERMIN ATION OF RATES 


Senator Ferguson. May we proceed, subject to questioning by mem- 
bers of the committee? 

Mr. Fropere. Now, for a married enlisted man with dependents, we 
have found that the average was an E-4 with 10 years or an E-5 with 
t years’ service. He was in the $3,000 to $4,000 bracket. The Bureau 
of Labor Statistics at that time said that a man with this income level 
spent $79.15 a month for himself and his dependents’ subsistence 
and $85.61 per month for quarters. 

Senator Cuave7. How many dependents? 

Mr. Frosera. We figure three adults—either one child above 12 
vears old or two beneath, Senator, plus the wife. So it means three 
adults in effect, a member, his wife, and either two small children 
or one grown child. Those are the figures that were extrapolated by 
the Bureau of Labor Statistics. 

Then for the average single officer we determined that he was a 
captain in the Army or the Air Force or a lieutenant in the Navy, that 
he was in the $5,000 to $6,000 income group, and according to the 
ureau of Labor Statistics figures he spent about $70.96 a month for 
food for himself and $78.52 a month for his quarters. 
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The average married officer of the same rate, and figuring depend- 
ents the same way, spent $107.50 a month on food and $97.25 a month 
on quarters. 

REVIEW OF RATES 


Now, we review these figures periodically to keep ourselves in line 
with the Bureau of Labor Statistics’ basic figures on the cost of living. 
I gave you the figures as we established them over 2 years ago, and 
I have the modern figures here that I would be delighted to put into 
the record. I intend to do so a little later to show you how we bring 
these figures up to date. 

Now, the principle of maintaining a comparable basis of living that 
is enjoyed in these United States by the individual in question meant 
that a person who had expended a portion of his basic pay for his 
- irters and subsistence within the continental United States would 
be calculated in our determinations to spend the same proportion of 
it overseas. For example, a married officer with dependents in the 
continental United States gets $42 a month for subsistence under the 
terms of the Career Compensation Act. Yet, according to the figures 
I just read you, he spent $107.50 a month on food for himself and 
his family. That meant that he was spending $65.50 a month out of 
his base pay for food. All our calculations assume that he spends the 
same relative proportion of his base pay on food overseas. This is 
necessary to assume; otherwise there would be a bonus in overseas 
duty. 

SEMIANNUAL STATEMENT SUBMITTED 


In determining the cost for quarters and subsistence and for other 
incidental expenses overseas, the committee determines what the mem- 
bers of the military are actually required to spend for these things 
overseas, food and quarters. The regulations of the committee re 
quire each member to file a statement semiannually as to what he is 
spending for these items. This committee has received, analyzed, tab- 
ulated, and averaged thousands of these questionnaires, and our allow- 
inces are all based substantially on these actual questionnaires. These 
questionnaires are certified by the individual who submits them, and 
they are forwarded through his commanding officer 


SCRUTINY OF STATEMENT 


In addition to that, the committee, in its operations, throws out of 
consideration any questionnaire which appears totally out of line, 
either unreasonably high or unreasonably low. I remember one case 
ve had of . man who spent $400 a month on food. I have no doubt 

ie spent it, but he just was not considered in our determination of the 
rates because it was so far above what the other people were spending, 
which, in that country, was in the neighborhood of $120 a month for 


food. 


MAINTAINING UNITED STATES STANDARD OF LIVING 


Now, the result of all of this is the allowance to cover the excess 
costs of quarters, subsistence, and necessary incidental expenses in- 
curred overseas, the excess costs: and they are authorized in such 
amounts as to require the member of the milits ary stationed overseas 
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to expend from his base pay a comparable amount to that which he 
expended while serving within the continental United States. There 
is no effort made to increase the standard of living of anybody sent 
abroad. It is not expected that members should maintain a United 
States standard of living in areas where something at least comparable 
is not even available. Allowances are never authorized for facilities 
that do not exist. Conversely, we do not insist that the member who 
is sent overseas should accept less in places where such facilities or 
reasonable substitutes are available, like electric light or indoor 
plumbing. 

Senator Cuavez. Your last statement brought something to my 
mind. Is not that officer or that soldier being penalized in a way, 
practical way, just because he happens to go to a place where he 
cannot get the accommodations he is entitled to have ? 

Mr. Fionerc. To a certain extent he is; yes, sir. He is not going 
to be able to have electric lights if there is no electricity in the country 
to which he is sent, for example. 

Senator Cuavez. Hence he is being penalized because he cannot 
get the accommodations, a bath or electric lights, that the other officer 
is being paid for or that you are advocating he should be paid for now. 

Mr. Froserc. He is paid for it if it is available, but there is no 
account taken in our rates of unavailable facilities or of lonesomeness 
for being separated deat his family. 

Senator Cuavez. To my mind it is a little unfair. If you send 
Officer A to a place where he cannot get these accommodations, he 
ought to be compensated in some way, in my opinion. 

Mr. Fionerc. Maybe our rates ought to try to contain some reim- 
bursement for intangible deprivations. 


MORALE FACTOR 


Senator Cuavez. I think that goes to the morale of the officer. I 
think the morale certainly must be at a low ebb under those situations. 

Mr. Fropere. I think the people accommodate themselves to envi- 
ronment, if necessary . We are talking in terms of dollars, Senator, 
and we only put a dollar sign on things that we can actually put. our 
hands on. 

Senator Cuavez. A dollar sign is placed on the fact that the man 
is serving his country—am I correct?—and the standards you are 
trying to set to get him any place in Europe or Asia or elsewhere is 
that he lives in someway similar to the way he lived in the continental 
United States ? 

Mr. Fronere. Yes, sir 

Senator Cnavez. Then do you not think that one who is not under 
that kind of situstrort should be compensated in someway, at least 
to keep his morale up ? 

Mr. Frionerc. I do not know how we can evaluate that, sir. That 
would be a very difficult thing to appraise in dollar terms, 

Senator Cuavez. I do think it would help. 


LIVING CONDITIONS OVERSEAS 


Senator Frreuson. Outside the battle zone, Senator, I might say 
that I think the experience of those who have seen the officers who 
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live there is that they live much better in foreign countries than they 
live here. 

Mr. F opera. Senator, you undoubtedly have had more experience 
observing these living conditions than I have. But that certainly is 
not the impression that we get from commanders who come back from 
overseas, or from the personnel. As a matter of fact, I just happened 
to notice today the report of a subcommittee of this Senate on the 
question of overseas bases in general, and I noticed this paragraph in 
there which I would like to read. It says. 

Living quarters of numerous military personnel, both commissioned and en- 
listed, were visited in various countries, and the committee was rather shocked 
at the conditions under which some personnel are living at exorbitant rates. 
Probably the worst conditions exist in France and Italy 

I do not believe the subcommittee went to Asia— 
both from the standpoint of facilities provided and prices charged. The Army 
general officer in charge of construction of the main line of supplies through 
France and Germany told the subcommittee that both the military and civilian 
personnel under his command are driving daily as much as 75 miles one way 
to work, and then from inadequate and expensive quarters. 

Senator Frreuson. You find American citizens doing that here. 
I think reports are now on file in both Houses showing that around 
some of our camps here you have very bad conditions. 

Mr. Froperc. I agree that there are many places in the country 
where quarters are inadequate and expensive and people drive a long 
way towork. The point Il am trying to make is that any generalization 
to the effect that people are living better overseas than here is pretty 
hard to substantiate. 

Senator Fereuson. Are you talking about military or civilians? 

Mr. Froserc. Just the military. I am talking about people who 
are covered by the Career Compensation Act. 


PERCENT OF MILITARY PERSONNEL OVERSEAS 


Senator Hirt. What percentage of all the officer personnel is out of 
the continental United States, Mr. Secretary ? 

Mr. Fionerc. I could not answer that, Senator. 

Senator Hitz. Does anybody here have those figures handy ? 

Mr. Fronerc. No; I cannot supply that. 

Senator Hinz. Can you supply that for the record ? 

Mr. Fiovere. Yes, sir. You mean for all the military services ? 

Senator Hiii. I would like to have a breakdown of the Army, the 
Navy, and the Air Force. 

Mr. Fionere. We can do that. This covers enlisted personnel, too. 
I am talking about officers and enlisted. 

Senator Hiri. You might give us a breakdown on both officer and 
enlisted personnel for the three services. I think we would be inter- 
ested in having that. 

(The information referred to was furnished the committee. ) 


RESERVE OFFICERS ON ACTIVE DUTY 
Senator Hut. Is this not true, too, for the last vear Reserve officers 


who desire to go on active duty, unless they were doctors, dentists, or 
scientists, have been unable to get active duty because of the fact that 
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most of the Reserve officers on active duty have been staying on and 
on, and they do not want to go back in civili: — life? 

Mr. FLOBerG. I can only speak for the N vavy on that and I know 
an awful lot of them have gone back to civilian life. 

Senator Hitz. General, you are in the Army. Could you comment 
on my question ? 

General Honnen. I do not believe I can answer that. I ean ask 
our personnel people who are here. 

Senator Hua. Could you supply that for the record / 

General McAvuirrr. That is true, Senator. 

Senator Hi. General, I noticed you were standing up. 

General McAvuirrr. The fact is that more Reserve re on active 
duty are remaining with the Army than we expected, or accepted the 
commissions that were tendered to them. 

Senator Hinxi. Is it not true that the last year the Reserve officer 
who wishes to fo on active duty, unless he happened to be. a doctor, 
dentist. or scientist of some kind, has been unable to? 

General McAusirre. That is right, because we are overbudgeted 

our authorized officer strength at the present time by reason of the 
number staying on and bringing in the ROTC. So we are not able 
to take additional Reserve officers on active duty at the present time. 

Senator Hiri. Thank you, General. 

Senator Magnuson. Obviously, there are many places where I have 
sian where you cannot attempt to have a man live the way he would 

» here. Of course, that is part of a soldier’s life. I do not think 
we ve pat: l attempt to do that any more thi an you doonany others. But 
s it the purpose of this appropriation, where there are such places, 


where you cannot achieve the same standards of living, comparable 
st os irds of living that you have in the United States, that they would 
: paid the difference in dollars and cents? 
Mr. FrLonerc. No, sir, we never pay in cash the difference in stand 
irds of living. 
Senator MacGnt SON, Their allowances would be higher than they 
ially spent ? 


ALL RATES BASED ON QUESTIONNAIRES 


Mr. FiLowerc. No, sir; their allowances are never higher than they 
ctually spend. In any individual case I might spend more money 
for food than you do. T have no doubt that the members of your 
ommittee spend different amounts for food. 

Senator Magnuson. Suppose [ am stationed in Greenland, I cannot 
™ a anything except at the PX? 

FLonere. All our rates are based on the questionnaires, which 
re samen of actual expenditures, and if there is a PX or com 
missary, that appears in the questionnaire, and you probably would 
not get any per diem. I do not think there is any in Greenland, as a 
of fact. 

sennutor M L\GNUSON, Tell ine one place outside of those isolate 
reas, and leave out Alaska, because of certain conditions— —_ 

Mr. Firorerc. There isa per diem in Alaska. 

Senator Magnevson. Where the cost of living is greater than th: 
omparable cost in the United States? 





‘ 


SECOND SUPPLEMENTAL APPROPRIATION BILL, 1953 311 


COMPARABLE ACCOMMODATIONS AIM 


Mr. Fopere. It is, practically every place, Senator, for comparable 
iccommodations and food. Now we do not expect a fellow who is 
on duty in Formosa to subsist on two bowls of rice a day. We expect 
lim to eat American-type food, meat, vegetables, and fruits, and it 
ostsmoney. ‘That is what we are trying to make up for in these rates. 

Senator Magnuson. Suppose he is in England and the ‘y do not have 
the comparable type of house he might live in in the Arlington area, 
do you attempt to make that up because those houses do not exist ? 

Mr. Fiosere. We try to give him as near the accommodations in 
England as he could get if he were on duty in the United States; 
Ves, sir. 

Senator Magnuson. Suppose he lives in a little hamlet in England, 
and there is only 1 heuse that has inside plumbing or 1 house that 
has facilities comparable to what he would get in one of our con- 
structed houses here, are you trying to say that he should then go get 
that 1 house? 

Mr. Fioserc. Normally what happens, Senator, is that they take 
what is available. There is no choice of accommodations. 

Senator Magnuson. Supposing that one house is available, and 
that is the biggest house and he is a captain. Is he supposed to get 
that house ? 

Mr. Froserea. If it is the only shelter he can find. 

Senator Magnuson. Supposing there are all kinds of shelters but 
they are not quite as good as they have out here / 

Mr. Frorerc. There would not be other kinds of shelters. 

Senator Magnuson. Assuming there would be some other va 
cancies ¢ 

Mr. Froserc. He is supposed to take the house that is the nearest 
to maintaining his standard of living in the United States. 

Senator Maanuson. Is that not what is happening in Europe? 

Mr. FLonerc. Sometimes it is happening. 


SITUATION IN TOKYO 


Senator Magnuson. Of course it is. In Tokyo it has been hs appen 
ing for 5 years, that I know of, until they have every big house in 
Tokyo. 

Senator Frreuson. Is not that what is happening—they are tak- 
ing the best there is? 

Mr. Froverc. Not from choice, Senator. It is usually only what 
isavailable. They take the shelter that is available. 

Senator Frreuson. A man is going to make it available if he is 
going to get cash. Therefore he takes the best in the town. 

Mr. Foperc. It is not the best in the town, frequently, Senator. 

Senator Magnuson. No, not all the time, but if the best is avail 
able, he has it. 


SENATE PREPAREDNESS SUBCOMMITTEE INVESTIGATION 


Mr. Froserc. I do not think that is generally true at all. ze 
is generally not true, and I think one of. your committees’ investig 
tions showed that, the Senate committee’s investigation from whic h 
I previously read. I tell you the best thing that ever happened for 
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per diem rates last year was when one of the members of the st: a 
of the P reparedness Subcommittee of the Senate accompanied a 
investigatory group from our own committee on an overseas invest 
gation, which we run from time to time, and I think that it opened 
the eyes of the members of that Senate subcommittee, to hear fro 
their staffman who accompanied our group. 

I would be delighted to have a member of the staff of this committee 
accompany a group the next time they make a spot check on overseas 
trips. 

Senator Magnuson. The trouble with that is like investigating 
penitentiary and telling the warden you will be there at 3 o'clock 
He has everything in shape. 

Mr. Foner. I do not think that is right. I think that has hap 
pened on these sporadic trips that groups from the Senate take. 


SPECIFIC CASE CITED 


Senator Dirksen. Mr. Floberg, this is all very interesting, but | 
guess I am one of those people who has to see something rather con 
crete. I wish you would take an illustration. Take a sergeant over 
in Italy, with his wife and two children. First of all, would you tell 
me what is his pay over there, roughly? Somebody here ought to be 
able to tell us what his pay is? 

Mr. Fionerc. He gets the base pay and allowances of his rating. 

Senator Dirksen. What would his base pay be? Suppose he had 
a couple of hitches in the Army, just generally. A couple hundred 
dollars a month ? 

Mr. Fionere. I would expect so. I would ask somebody familia: 
with the basic pay system to answer that. <A sergeant, first class gets 

ubout $200 a month for his base pay. 

Senator Dirksen. What is his clothing allowance over there? Does 
he get a clothing allowance ? 

Mr. Gariock. $5.40 a month, Italy or any place else. 

Senator Dirksen. What is the family allowance over there? 

Mr. Gariockx. There is a quarters allowance. That runs at an 
average of $865 a year if he is entitled to receive the quarters 
allowance. 

Senator Dirksen. That is about $70. What is his station allow- 
ance over there / 

Mr. Garnock. I just have an average figure on it. 

Senator Dirksen. Let us say Italy or France. 

Mr. Gartock. With dependents, for subsistence, 90 cents, for quar 
ters 90 cents. 

Senator Dirksen. Subsistence 90 cents and quarters 90 cents. That 
is $1.80. That is with dependents? 

Mr. Gartock. Yes, sir. 

Senator Magnuson. How much is that a year? 

Mr. Gartock. $54 a month for that allowance. 

Senator Dirksen. That would be his station allowance ? 

Mr. Frosere. Yes, sir. ‘That is meant to be the excess cost of his 
quarters and food in Italy, over comparable quarters and food of the 
same man on duty in the average expense area of the United States. 

Senator Dirksen. What is his overseas pay in addition to all this? 
Mr. Gartock. $22 for a sergeant, a month. 
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Senator Frreuson. Does he get any transportation ? 

Mr. Gartock. He is shipped over there. Not unless he is ordered 
to travel on duty. 

Senator Dirksen. How does he get paid ? 

Mr. FrLonrerc. He gets paid per diem while on travel orders. 

Senator Cuavez. That is, on duty ? 

Mr. Fiosere. Yes, sir. 

Senator Dirksen. Is this mess allowance correct? I am thinking of 
somebody who is not messing with his contingent. 

Mr. Friosera. He is living at home with his family, buying his food 
in the market; Government mess is not available. 


BOYD MAGAZINP ARTICLE 


Senator Dirksen, That would add up to $352 a month more or less. 
What I am curious about, Mr. Floberg, is where did Mr. Boyd, who 
wrote this article for the February issue of American Magazine, get 
this idea of $204 for station allowance and $6.80 a day? 

Mr. Fiosere. The Florence rates are the highest in Italy. They are 
$2.40 a day for subsistence and $3.10 a day for quarters which would 
reflect higher cost of living in Florence as compared with the rest of 
Italy. 

Senator Dirksen. Did you see this article by Boyd ? 

Mr. Fronere. Yes, sir: I read it. 

Senator Dmxsen. Here is a master sergeant who enjoys his stand- 
ard of living at $565 a month. That includes family allowance, 
quarters, clothing allowance, base pay, overseas pay, and station 
allowance. That is pretty fancy, would you not say ? 

Mr. Froprre. It did not impress me very much, Senator, when I 
read it. Here isa fellow who has been in the service for 11 years now. 
He came in as a youngster. He has worked his way up to the top 
enlisted grade in the Air Force and he has a two-bedroom apartment 
with a bath, in a modest food area. He eats the food comparable to 
that which he has back here, presumably. That did not seem so 
shocking to me that this fellow had a two-bedroom apartment, two 
children and a wife, and was living in a reasonable atmosphere. 

Senator Magnuson. Of course, you have to add other things, there 
is medical care and there is tax preference. 

Mr. Frornerc. The Boyd article, Senator, was not an attack on the 
per diem allowance at all. The Boyd article was a statement that in 
general the military are overpaid, because he was attacking the whole 
basic pay structure when he wrote that article. I, for one, do not 
accept that thesis at all. 

Senator Dirxsen. First of all, Mr. Floberg, I infer from what you 
said now that you admit this is essentially a statement of fact with 
respect to the conditions under which a sergeant lives overseas in 
Italy. Isit a fact, or is it not? 


SOLDIER FORTUNATE 


Mr. Fionere. He got an awful lucky break in the place he got to 
live. Most of them are not living in buildings of that type. This 
article is about a fellow who has been particularly fortunate in his 
arrangements, the same as some people are particularly fortunate 
on their arrangements in Washington. 
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Senator Dirksen. How close to this standard do others come. 
either in England or France or elsewhere ? 

Mr. Fronere. | m4 he has been particularly fortunate, Senator 
I would say that he is not living in the lap of luxury, as Mr. Boyd 
seemed to imply. It seated to me he was living rather modestly fo: 
a fellow who has given 11 years to the service. 

Senator Magnuson. The only thing I was pointing out is that | 
think sometimes there should not be the impression that they ar 
not living well. I do not say they should not live well. You tak 
that same sergeant; you add it up; a man in comparable civilian lift 
here would have to make $7,500 a year or almost close to $8,000 to en: 
up with that net. 

Senator Dirksen. There is a free medical, dental, life insurance: 
policy. This man down here in the Bureau of Internal Revenue wh 
puts his hands in our pockets treats him very kindly. 


rAX STTUATLON 


Now you say, Mr. F lobere, that you were not impressed, I think 
the problem that this committee has is to what extent the taxpayer: 
are impressed today because they are just raising hell with Congress 
about getting these taxes reduced. That is the nub of the question, 
Mr. Ik lobe rg. 

Mr. Frioserc. I am only prepared to comment on the per diet 
allowance that this man or any other man is getting, Senator. Far 
be it from me to assume the prob lems of you gentlemen who have to 
handle the t: ixpave rs’ concerns in all aspects. 

Senator Frreuson. I think you fe llows ought to be thinking — 
the same things as we are. The criticism is against vou as well : 
it is against the Congress for not reducing taxes. 

Mr. Gartock. Senator, may I speak for the Department on this / 
It seems to me that the approach they have taken here is that these 
people are being way overpaid. Normally, if you have a group that 
is way overpaid, you have people trying to get into that area. We 
have not experie need that problem. Our prob lem is getting enough 
enlistments and getting people who will come into the service an 
stay so we do not have to retain them all the time. For the taxpayer. 
the career man is the cheapest man we have. Having people in 2 
years, giving them 18 months of training, and using them 6 months, 
the y are the ‘high pr iced people that we have. 


PAY OF MASTER SERGRANTS 


Senator Frreuson. Do you think you can support an Army pa) 
ing a master sergeant the equivalent of $7,500 a year / 

Mr. Garuock. Yes, sir. 

Senator Frreuson. You think that is a reasonable amount for a 
Inaster sergeant. 

Mr. Gartock. I think it 


s all right. He is the backbone of thi 


\rmy. Without him you would not have anything. 

Senator Cuavez. Of course, we all agree with what Senator Dirkse: 
had in mind pertaining to the taxpayer. The trouble in this instanc: 
is that we are taking an isolated case. I have seen master sergeants. 
and everr officers, living practically in a pigpen close to Ramey Field 
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ver in Puerto Rico. I was over there a short while ago. To me it 

as disgusting that the Army and the United States would call Ameri- 

in boys and have their wives sent over there, living 18 miles away 
it Aguadilla and Arecibo in a place you would not put your pigs. 
So it 1s not all one way, that they are living in the best way there is. 

Mr. Fronerc. I figure that Mr. Boyd struck up the companionship 

f this sergeant because he had plenty of good food aid it was a good 
lace to spend his time. He did not spend it with the others. 

Senator Magnuson. That is the exception. 

Mr. Frosere. No; he is not talking about the exception. 

Senator Dirksen. I gathered that he had made a lot of general ob- 
-ervations over there; and I cannot imagine, as a matter of fact, a man 
who has sufficient repute in that field to get his stuff published in the 
\merican magazine does not have something on the ball. I do not 
think yeu can kiss it off lightly. 

Mr. Fionere. 1 would not draw your conclusion, Senator. 

Senator Dirksen. I have not drawn a conclusion yet. Now, getting 
back to our friend’s observation here, ones ‘ror not we can afford 
sergeants at $7,500 a year, may I say to you, sir, the question is, When 
lo we run out of dough? I am very kindly ‘allen this, you under 
tand. This is serious business. 

Mr. Garvock. That is true, but the $7,500 sergeant—that is your 
igure on it; and it may be high or it may be low—is the backbone of 
the whole Army. There is no doubt about it. 

Senator Dirksen. I was a sergeant once myself. 

Mr. Gartock. Without people of that kind who will come in and 
stay in the service, you will not have a military organization that is 
worthwhile. How many we need at that I do not know. 

Senator Dirksen. If everything is done on a comparable basis 
private, private first class, master sergeant, and all the rest—where 
do you get the money to continue? The other thing is, suppose we 
get into a bit of inflationary spiral, then what? We have the job of 
ooking down the road a little. 

Mr. Garvock. Yes, sir; and we are equally concerned over that, 
too. 

Senator Dirksen. I know you are. 

Senator Hayven,. I think we ought to allow the witness to conclude 
his statement. 

Mr. Friorere. That is a much broader question than the question of 
establishing the $2.40, or whatever we were talking about a minute 
ago, of this particular man we were discussing. 

I would like to get back on the track a little bit and say that we 
tried to consider giving shelter which is adequate from American 
sanitary and health standards to our personnel overseas. We do not 
require our American members of the military to adopt the standard 
of living of his foreign counterpart in the country to which he has 
been assigned by order. 


CONDITIONS IN PUERTO RICO 


Senator Frrevuson. Could T ask one question? It was indicated 
how one of our men was living in Puerto Rico. Why does the Army 
permit that? The Senator has indicated that people would not keep 
their pigs in a place where this sergeant was living. 
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Senator Cuavez. That is right. 

Senator Frreuson. Why does the Army permit that ? 

Senator Cuavez. For the reason, Senator, in some of these places 
they took thousands of boys from the States, in many instances with 
their families, all of a sudden into that particular area. No place to 
go except this, and the local people might have taken advantage of the 
situation, and they are charging $60, $70, $80 a month for something 
that would not rent in Washington for $12; and this is a costly town. 

Senator Frrauson. Why does the Army take the families into this 
kind of place that is so unhealthy ¢ 

Mr. Froperc. That is the best that is available, and it is the best 
from the morale standpoint to have the man over there with his 
family, bad as it is, than it is to have him without his family. That 
is a decision local command has to make. 

Senator Fercuson. Could they clean up the place? Even though 
it is an old, dilapidated place, it should not be classed as unsanitary 
or a place where a pig would not live. I am surprised that the Army 
allows people to live under such conditions. 

Senator Macnuson. You will have the same conditions in Alaska 
until you can start to build. 

Mr. FiLoserc. That is right. When the service can build quarters, 
that is best for all concerned. 


TENT CITIES 


Senator Frrcuson. Are not your tent cities better than that, better 
than what we are talking about here now ? 

Mr. Frornere. I do not believe there are any dependents housed in 
tents that I know of. 

Senator Frerevson. I am saying that tents would appear to be better 
than what they are describing here. 

Mr. Fronerc. I do not know for dependents’ quarters; maybe they 
would be. A trailer certainly is better, if we could have trailers, 

Senator Frerevson. Do you send families out where there are no 
living quarters ? 

Mr. Froserc. No; living quarters are available, but they are not 
very good living quarters. 

Senator Frreuson. The way they are described here, they are 
terrible. 

Senator Cuavez. There is no sanitation. 

Mr. Gartock. In Puerto Rico the families can go there whether 
we want them to or not. We cannot keep the dependents from going. 

Senator Magnuson. The Congress, and I personally, voted for ever) 
pay increase all the years I have been here. We provide all these 
things—retirement, insurance—the best we can, consistent with our 
economy, on the basis that when you join the Army or when you are 
in the military you expect once in a while you are going to endure 
some hardships. We try to reduce them to a minimum, but you 
expect that. 

Mr. Gartock. Yes. 

POSSIBLE EXTREMES 


Senator Magnuson. I think the average person who makes a career 
particularly out of the military, expects that sometime in his career 
ne is going to have to endure some hardships. I think we talk too 
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uch here about the exc eptions in both extremes. Maybe the sergeant 

Florence and the one in Puerto Rico represent the extremes. 

Mr. Fiosere. That is right, Senator, but the member of the military, 

gardless of the hardships he endures in the field or wherever he 
jappens to be, and regardless of long me iods of separ tien from his 
family, is entitled, when he is with his family, to have an American 
standard of living. That is all we are trying to accomplish in this 

mmittee, to preserve that standard for the individual in question. I 
believe, for one, that these members of the military should maintain 
American standards of living when they are overseas as an 
example to the residents of other countries of the average standard 

chieved by the residents of a great and progressive democracy. 

Senator Magnuson. It has been good diplomacy to do that when 
you can. 

Mr. F.iosere. I think we should maintain that standard with pride. 

Senator Maenuson. I do not think we should weep crocodile tears 
ibout these exceptions at either end. 

Senator Sauronstatu. Proceed, Mr. Floberg. 

Mr. Fuopere. Thank you. 


FOOD 


The same principles I have discussed in connection with housing 
would apply to food, with the allowances being made on the basis 
of the peculiarities of each individual are: 

American health and sanitary standards should not in the case 

of food be abandoned in favor of the standards of the area to which 
the man happens to be assigned. Dairy products are a good example. 


Now, commissaries are a great help in this respect. They reduce the 
allowance costs, and they also reduce the competition in foreign mar- 
kets for foods that happen to be in short supply. They do not, how- 
ever, eliminate the need for local purchases of many things such as 
fresh fruits, vegetables, eggs, meats, dairy products, and so forth. 

Of course, as I mentioned before, when Government messes are 
ivailable there is no per diem for subsistence. Sometimes the mess 
is not big enough to handle everybody in the area, but in many areas 
just the mere existence of them reduces that cost of food and there- 
fore the cost of per diem substantially. 


VALUE OF REPORTS 


We in this committee cannot claim our allowances are never too 
high or too low, but our mandatory semiannual report, certified by 
the member and passed through his commanding officer, together 
with occasional special reports that we ask for on spot checks, all 
together, combined with specially volunteered reports from mem- 
bers overseas, and together with occasional spot checks that this 
committee has its staff members make, keeps them. I believe, pretty 
well in line. 

The authority granted by the Congress to the Secretaries of the 
services to establish per diem allowances has not been, and you may 
be assured will not be, abused. You may rely on this committee to 
establish only the allowances that are reasonably necessary and have 
been justified in the manner which I have outlined to the committee, 
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I think there is a high degree of discretion invoived in this com 
mittee, and our continual reviews will continue to handle this situa 
tion effectively. Whenever the members of this committee hear of 
any case in which they think we are out of line, we would be delighted 
to know about it. It helps us much more, however, to have a descrip 
tion of the individual case involved, whether it is too high or too 
low, than it does to have some generalization about high living 


Overseas. 


SPOT CHECKING 


That is why I would like to say once again that the next time we 
send any group on a spot-check basis, we would certainly like to have 
a member of your staff come along and see the way our people spot 
check all the living conditions, not just any one particular case. 

Senator Savronsratn. Thank you, Mr. Floberg. Are there any 
further questions of Mr. Floberg / 

What it boils down to, Mr. Floberg, is that, assuming your per diem 
allowance is a correct one, and unless the committee wants to go into 
that subject, the Army has more people overseas than they estimated. 
and therefore this $11 million is necessary to pay this allowance which 
the committee believes your committee believes—is the correct one? 

Mr. Fiopere. Yes. 

Senator Savronsrauyi. That is the story? 

Mr. Fronerc. That is correct. 

Senator SavronsTauu. Are there any other questions ‘ 

Senator Dirksen. | have one question: Supposing you do not get 
the $11 million, then what will you do? 

Mr. Fionere. These men are members of the Army, and they are 
entitled to file a claim for their particular shortage of pay if money is 
not available in the Army’s regular appropriations bill. 


EFFORT TO CUT PERSON NEL 


Senator Dirksen. Would you make any effort to cut down on pet 
sonnel, or do anything to offset that $11 million item ? 

Mr. Fionerc. The Army would have to answer that. 

General Honnen. Right now I do not feel that we can cut down on 
our commitments in numbers. How we would provide the funds to 
pay this amount of money which the House committee disallowed | 
something we have not been able to solve yet, since it is restricted to 
that appropriation. 

Senator Dirksen. If you have high-cost areas and low-cost areas, 
could you reallocate personnel ? 

Mr. Fioserc. These personnel are assigned on the basis of military 
requirements, Senator. 

Senator Dirksen. Do they necessarily have to be in that particula: 
area’ Let us take, for instance, the city of Florence. Let us assume 
that is a high-cost area, and somewhere farther up the line or a little 
farther ea n the peninsula there is a lower cost area. Do they have 
to be in Florence’ Do they have to be in Rome ¢ 

General Honnen. They have to be in reasonable proximity to thei 
place of work if they are to be effective, and not spend most of their 
‘onaeapeladl and going. 








SECOND SUPPLEMENTAL APPROPRIATION BILL, 1953 319 


REASON FOR HEADQUARTERS AT FLORENCE 


Mr. Frioperc. You are asking why the headquarters were estab- 
lished in Florence, why it was not established in some other city 
where living cost is not so high? 

Senator Dirksen. Bither that, or the policy of having that many 
personnel in a high-cost area, if the work could be just as effectively 
done in a lower cost area, and if the liaison were pe as good ¢ 

Mr. Fiopere. | think the condition is that “if” clause you put in 
there. 1 believe the headquarters were cotabliched where they were 
because of the military requirement of having them at that particular 
place. I think that availability of living accommodations, like avail- 
ability of working conditions, is one of the important things to con- 
sider, whenever one of these headquarters is established. In the case 
of Naples, that was the logical place to put that headquarters. 

Senator Dirksen. You say you do not see how you can make the 
adjustment to offset this item in case Congress refuses to allow the 
amount. That is No. 1. No. 2, if they fail to allow the amount, 
your complement remains where it is, and this becomes a claim for 
which they can file. So what we are doing is going into a lot of 
rather interesting but lost motion here; is that it? 

This is a nice, romantic, exploratory effort that the Appropriations 
Committee is making, but it will finally come up and nothing will 
come of it. Is that a fair estimate or is it not? 

Senator Magnuson. They can file a claim, but it need not be allowed. 

Senator Dir«sen. If it is a good claim, I think it would be allowed. 


FUTURE PROCEDURE 


Senator Satronsraui. Boiled down, General, you could come for- 
ward with a third supplemental and argue this thing over again? 
General Honnen. Yes, sir. 

Senator Sauronsratu. Are there any further questions / 

Senator Dirksen. I want to ask one more question, because if it 
involves the question of claims in good faith and in good morals, first, 
the law requires a uniform allowance, I suppose, so whether this 
would be a legal claim or not I am not prepared to say until I go back 
and reexamine the language of the statute. But it looks to me like 
we had our eyes cocked here on $11,126,000, and the whole effort is 
going to prove abortive if what you say is correct. So, one way or 
the other, this money is going to be claimed out of the Federal Treas 
ury in the form of exp venditures now or in the form of claims we may 
have later. Is that right? 


SUMMARY OF SITUATION 


General Moore. Senator Dirksen, the situation is simply this: The 
statutory provision that was read authorizes the Board to determine 
the per diems which are payable in various localities in the world. The 
Board has established those per diems and tod: ay that is legally pay- 

able, as any other portion of the pay and allowance that he gets. The 

House disallowed this action. That carried an indication, at least it 

says so on the report, that they were not going to give this specific 

amount in this pay appropriation for this purpose. If the Board 
29998—53—— 21 
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were in a position to evaluate overnight what it takes them 6 or § 
months to do, it might be able to go across the board and determin 
allowances sufficiently low to live within the amounts that are avail 
able to the Department, but the inertia of the proposition is such that 
it would be impossible for them to make an equitable determination, 
cither up or down, in the time allowed. In the meantime thes 
amounts are accruing, as owed to the man, every single day. That is, 
briefly, the situation. 

Senator Dirksen. That answers the question, sir. 

Senator Magnuson. I think we ought to havethisclear. This Board 
could change that overall figure any time they wished ¢ 

General Moore. Yes, sir. 

Senator Magnuson. They are constantly reviewing them. A 
change now to come within this amount might be arbitrary. 

General Moore. It might be arbitrary. 

Senator Magnuson. We would not want that to be done. This goe 
until July 1% 

Mr. Fiopere. Yes, sit 


POSSIBLE REDISTRIBUTION TO LOW-COST AREAS 


Senator Sarronsrau.. General Moore, you two gentlemen have made 
flat statements as to where the money is coming from. To answer 
Senator Dirksen, is it not a better answer to Senator Dirksen to say 
that the personnel in the military and Armed Forces are shifting to 
a certain degree and there may be enough money in the pay bill to 
cover this bill until July 1 but at the moment you do not think so? 
Is that not an accurate statement ? 

General Moore. I think everybody will substantiate the thought 
that it would be absolutely impossible to redistribute your forces all 
over the world to put them in low-cost areas to make up this deficit. 

Mr. Gartock. Senator, if what you are saying is that with an appro- 
priation of this size we are not sure that we are within $11,000,000 of 
bei ing right, I would be in agreement with you. 

Senator Savronstai. So the answer to Senator Dirksen’s question 
really is that until July 1 comes along you cannot tell whether you 
have the money for this $11,000,000 or not ? 

Mr. Garwock. Yes, sir. 


TOTAL COST OF PROGRAM 


Senator Magnuson. Assuming you get the $11,000,000; what does 
the whole bill for the fiscal program amount to. 

Mr. Frionere. $42,000,000 for fiscal 1952. That is what was ap- 
propriated for all the services. I suspect this $11,000,000 is on top 
of this $42,000,000, if $42,000,000 is also what was appropriated in 
fiscal year 1953 

Senator Magnuson. It would be $53,000,000 for specific pay pur- 
poses ¢ 

Mr. Fionerc. Yes, sir. 

General Moorr. May I cover one other point ? * As the House passed 
this item, they gave us no cash appropriation; they gave us an amount 
which we could transfer from other appropriations. The request is 
not for a specific cash appropriation, but to allow us to transfer not 
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to exceed the amount which appears now in the bill, increased by 
$11,000,000. In the event it is not required, we would not transfer 
it for this or for any other purpose. 


SARNOFF REPOR' 


Senator Dworsuax. General, recently the press reported that the 
Sarnoff Commission had recommended, after study of the operation 
of the Armed Forces, that it would be possible to cut the men, money, 
and material about 10 percent in the armed services. Did you re: ad 
that report / 

General Honnen. Yes, sir. 

Senator DworsuaKk. Could you tell us whether there is any effort 
being made now to initiate a study which will implement that. ree- 
ommendation or will that merely be ignored’ You are the budget 
officer 

General Honnen. I am the budget officer for the Army. 

Senator Dworsuak. You would know, if anybody? The report 
stated that a 10-percent saving might be made in men, money, and 
material, without impairing in the least the efficiency. 

General Honnen. That same question was put to the Secretary 
of Defense yesterday by the House, and he said he would accept the 
report and study it, he had not had time, of course, to go into the 
ramifications of it. 

Senator Dworsnak. How long has that commission been func- 
tioning ¢ 

General Honnen. General Powell, do you know how long they 
have been functioning ¢ 

Senator SatronsraLi. November 15, General. 

General Powenw. It is my duty to be the liaison officer for the 
Sarnoff Commission. They organized in September, they met four 
times. They made this recommendation to the Secretary of Defense. 
sefore we implement the recommendation in any way we believe the 
Secretary must indicate the lines along which we proceed. We are 
studying the report, and I believe that we are not in a position to 
comment further on it until we get further instructions. 

Senator Dworsuax. I just wanted that as a matter of information. 

General Honnen. It has been very recent. 


PROSPECT OF 10-PERCENT CUT 


Senator DworsuaKk. There could be an overall reduction in all De- 
partments, of 10 percent, if there were only the will and determination 
and spirit of cooperation on the part of the leaders and the personne! 
of the Federal Government. I know there never has been that. We 
have always encountered resistance. There is no desire on the part 
of anybody, certainly much less the armed services, to have efficiency 
and enonomy in operating the Government. I am just wondering if, 
under the new regime, with one of the great generals as the new Chief 
Executives, there is a prospect of getting some cooperation, not only 
from other executive departments, but likewise from the armed 
services. Do you think there is the prospect of that cooperation / 

Mr. Garvock. I can assure you that the present Secretary and Dep- 

uty Secretary and Department Secretaries have that in mind. I can- 
not infer there has never been any will to do that, Senator. 
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Senator DworsnaKx. You know that. Anybody who knows any 
thing about the operations of the Federal Government, particularly the 
armed services, know that is a fact. 

Mr. Gartock. I would not say we have accomplished all that should 
be accomplished, but I would not like the record to show that no 
one made any effort. There has been tremendous effort made. 

Senator Dirksen. I hate to belabor this matter, but I do like to 
always have it clearly in mind your original estimate was $42,000,000, 

Mr. Fionere. Yes, sir. 

Senator Dirksen. The transfer will raise it to $53,000,000? 

Mr. Fiopere. Yes, sir. 

Senator Dirksen. So your estimate was wrong in the first instance 
by 20 percent. Is that a pretty good estimate ? 

Mr. Fionerc. That sounds right to me, Senator. I would like to 
verify those figures in the record. 

Senator Satronsraty. Are there any further questions ? 

Mr. Fioperc. I would like to make a further observation. 

As the cost of living in the United States goes up, so that the 
amount of money that the member pays out of basic pay for these 
items, quarters and subsistence increases, that means we interpolate 
that in his standard of living overseas so that the per diem allowance 
would proportionately go down. Thus the most recent figures show 
that the single enlisted man spends $77.10 per month on subsistence 
and $57.63 on quarters; the married enlisted man $86.58 on subsistence 
and $94.09 on quarters; the single officer $93.64 on subsistence and 
$102.51 on quarters; the married officer $118.28 on subsistence and 
$129.27 on quarters. In other words, we expect him to pay out of 
his basic pay the increased cost of living the same as the man assigned 
to duty in the United States. 

Senator Sauronstrati. Thank you, sir. 

The acting chairman is informed that there are no other items in 
dispute, and therefore, unless any members have further questions, the 
Department of Defense is excused. Thank you very much. 

General Honnen. May we have permission to put our written state 
ments in the record ? 

Senator Savronstauy. If there is no objection on the part of any 
member of the committee, that will be done. 

(The statements referred to follow :) 


STATEMENT OF Mr. LYte S. Garlock 


During the previous session of the Congress, legislation was passed providing 
for the following increased or additional payments to members and forme 
members of the Armed Forces: a military pay increase (Public Law 346, Ap 
proved May 19, 1952), mustering-out pay (Public Law 550, approved July 16, 
1952), combat-duty pay (title VII of the Defense Appropriation Act, 1953. 
Public Law 488, approved July 10, 1952), and uniform allowances for officers 
(sec. 243, Armed Forces Reserve Act, 1952, Public Law 476, approved July 9 
1952). 

The fiscal year 1953 budget as originally presented to the Congress did not 
make provision for these increased costs, but the Congress authorized the use of 
certain other funds to meet the need on a temporary basis. As we understood 
at the time, it was the intent of Congress to permit the use of unobligated ba! 
ances from fiscal year 1952 to assist in meeting the cost of the pay raise fo! 
military personnel. However, the Comptroller General has ruled that the la! 
guage contained in the appropriation act for fiscal year 1953 did not make th 
use of fiscal year 1952 funds possible. 
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iu order to meet the need for $1,444,377,000 in additional funds to finance 
these and other increased costs, President Truman forwarded a request for 
$1,200,000,000 for supplemental appropriations with the balance of the funds 

be financed by previously authorized adjustments. In our discussions with the 
House Appropriations Committee, we indicated that certain fiscal year 1952 
funds were available if the Congress wished to authorize the transfer of such 

inds. However, the House Appropriations Committee expressed the belief 
hat all additional funds required should be taken from funds currently avail- 
ble rather than from prior year funds, and in their report on H. R. 3053 indi- 
cated the appropriations in which they thought funds were available for 
ansfers. However, the language of the appropriation act itself provides as 
ollLOWS : 
* * the foregoing amounts under this heading to be derived by transfer 
from such appropriations available to the Department of Defense for obligation 
ring the fiscal year 1953 as may be designated by the Secretary of Defense 
with the approval of the Bureau. of the Budget.” 

On the basis of such appropriation language, the Department of Defense will 

the Senate concurs in this approach, make every effort to comply with the 
vishes of the Congress by making transfers from appropriations that will least 
interfere with the necessary military buildup. If this proves to be impossible, 
we will have to return to the Congress with a request for additional funds either 
n this year or in subsequent years, depending upon the time when such funds 
ire needed. 

In the report by the House committee, it is indicated that action was based, 
un part, upon the freeze-order reductions contained in the letter of February 
3, 1953, from the Director of the Bureau of the Budget. In accordance with this 
letter the Department of Defense is reviewing its requirements for incurring 
obligations during the last 5 months of this year. Following such review, there 
will be established rates of obligation which will permit the Department to 
meet its military requirements and comply with the intent of the letter from 
the Director of the Bureau of the Budget to hold obligations to a minimum during 
this period. Therefore, until the review is completed, the Department does not 
wish to make a statement on any specific list of appropriations that may have 
funds available for transfer between now and June 30, 1953. 

The report indicates that funds might be transferred from “Funds reserved 
hy the Air Force.” These funds are being reserved to cover such things as 
engineering changes, first destination transportation, and expansion of alkylate 
production facilities, all of which are known requirements. The Department 
helieves that it would be unwise to transfer such funds to meet current operating 
costs. In the case of engineering changes and first destination transportation, 
we believe that the total cost of the aircraft to which these costs apply should 
be budgeted for and set aside in the initial instance. With respect to the alkylate 
production facilities, negotiations are going on at the present time which may 
require these funds to be used at any time. 

At this time it is not the position of the Department of Defense that the 
amount of $295,583,000 may not be available in this appropriation, but until 
our current review is completed for all appropriations, no commitment can be 
made. 

In summary, the Department of Defense accepts the amounts provided in 
the Second Supplemental Appropriation Act as passed by the House, except for 
the $11,126,000 deleted from the Army travel request, and will make every effort 
to finance these costs in accordance with the transfer language provided in the 
bill. This, of course, is with the understanding that following the current 
review of 1953-54 needs within the Department of Defense, adjustments can 
be made as to the source of funds to prevent interference with the necessary 
inilitary buildup and with the understanding that if funds appropriated for 
rrocurement purposes have to be used to finance these current costs, it may be 
necessary to ask for their replacement in fiscal year 1954 or in subsequent years. 


STATEMENT OF J. R. LOFTIS, ASSISTANT FOR ADMINISTRATION, OFFICE OF THE 
SECRETARY OF DEFENSE 


Mr. Chairman and members of the committee, the appropriation “Claims, De- 
partment of Defense’ provides funds for the payment of all noncontractual 
claims against the Department of Defense as authorized by law. It includes 
claims under the general categories of military and civilian personnel claims, 
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marine casualty claims, tort claims, claims arising from the correction of mili 
tary and naval records, patent-infringement claims, and similar type cases. The 
estimates consolidate the requirements for payments of such claims against the 
Office of the Secretary of Defense and the Departments of the Army, Navy, and 
Air Force. 

For the fiscal year 1953, the Congress provided $5 million for these purposes 
the same amount as was appropriated for the fiscal year 1952. 

The nature of the purposes for which these funds are provided makes it diffi 
cult to predict with any degree of accuracy and very far in advance the amounts 
which will actually be required. There are, however, certain general indicators 
which, from past experience, can be used as broad guidelines to arrive at an 
approximation of these amounts. For example, we know that increasing the 
size of the Armed Forces, the increasing number of troop movements, maneuvers, 
and training activities unfortunately result in an increase in the number of 
accidents involving injury or damage to persons and private property. The 
increasing number of claims received this year is a reflection of the increasing 
size and scope of military activities since Korea. 

I would like to mention some of the factors which have led us to the conclu 
sion that additional funds will be required for this fiscal year. 

Public Law 439, passed by the Congress and approved July 3, 1952, amended 
the Military Personnel Claims Act of 1945 to permit the settlement of claims 
arising in the past 14 years which had not previously been settled due to a 
failure to file within the time specified in the original law and to broaden the 
scope of the act by authorizing payment of such claims to certain designated 
surviving relatives of deceased personnel. While the full effect of this law 
has not yet been felt, the Army has approximately 1,100 cases pending under 
the provisions of this amendment and is receiving additional applications at 
the rate of approximately 650 a month. The Navy has approximately 200 such 
cases pending and is receiving about 100 cases a month. The amendment will 
have little effect so far as the Air Force is concerned since the Army is handling 
all such claims against the Army Air Corps prior to 1947. 

In addition to the personnel claims, there are a number of patent infringe- 
ment cases, which are expected to be settled this year, as well as some suits 
against the Air Force which are pending compromise settlement by the Attorney 
General. During the past 6 months, the Attorney General has been compromis 
ing these settlements at a faster rate than at any time in our previous experience 
While some of them are for substantial sums, amounting to as much as $100,000, 
they are considerably less than the amounts which otherwise we would be 
required to pay if the case were permitted to go to a judgment. For example, 
it is expected that suits against the Air Force amounting to over $360,000 may 
be compromised by the Attorney General for approximately $100,000. 

During the first 7 months of this fiscal year a total of $2.8 million has been 
obligated under this appropriation, against which actual expenditures of $2.7 
million have been made. 

In view of these factors, it now appears that $6 million will be required for 
claims settled this fiscal year, or $1 million more than the amount appropriated 
this year. 

Representatives of the military departments are available here to discuss their 
requirements in more detail if you so desire. 

The appropriation “Retired pay” provides funds for retired and retainer pay, 
as authorized and at rates prescribed by law, for military personnel on the re 
tired lists of the Army, Navy, Marine Corps, and Air Force. These estimates 
represent a consolidation of the requirements of the military services and 
include commissioned officers, warrant officers, enlisted personnel, female nurses 
and members of the women’s specialist corps, and retainer pay of the Fleet 
Reserve of the Navy and Marine Corps. 

For the fiscal year 1953 the Congress appropriated $330 million for payments 
to eligible annuitants under the provisions of the various statutes relating to 
retired personnel—a reduction of $15 million from the estimate of $345 million 
included in the President’s budget. That estimate provided for an anticipated 
fiscal year-end strength of approximately 156,686. 

From July 1 through December 31 of this fiscal year, the number of annuitants 
increased from 141,397 to 147,087—an average increase of just under 1,000 
annuitants per month. While the rate of net accession to the retired rolls 
varies from month to month, it is generally increasing. Accordingly, we have 
projected our estimates for the balance of this fiscal year on the basis of an 
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average increase to the rolls of approximately 1,190 per month with an estimated 
year-end strength of 154,177. 

Actual obligations for the first 6 months of this fiscal year amounted to $175.6 
millions. By projecting this obligational rate for the balance of the fiscal year 
and then estimating requirements for anticipated increases in the number 
of annuitants who will be added to the rolls during the remaining months of 
the year, it appears that obligations for the last 6 months will be in the neigh- 
borhood of $179.4 million. This, added to actual obligations of $175.6 million 
for the first 6 months, makes a total of $355 million, or $25 million in excess 
of the amount appropriated this year. 

The increase is attributable to two factors, a greater number of retired mili- 
tary personnel than provided for by currently available funds, and an increase 
in the rates of pay of retired personnel. 

By Public Law 346, 82d Congress, approved May 19, 1952, the Congress auth- 
orized a 4 percent increased in the amounts otherwise payable to retired per- 
sonnel. No provision was made for these increased costs in the estimates for 
this apprapriation then pending before the Congress. Of the total supplemental 
request of $25 million, approximately $13.7 million are attributable to the pay 
increase and the balance $11.3 million, to the increase over the numbers pro- 
vided for on the retired rolls. 

All of the funds provided in this appropriation go to payments of amounts 
authorized by law to military personnel retired in accordance with the several 
statutes governing such matters. None of the funds are for expenses of ad- 
ministration. The estimate of $355 million represents the best available pro- 
jection which can be made at this time of the amounts required this year and 
makes no provision for any pay adjustments or other legislative changes in the 
laws affecting retirement of military personnel which may be authorized. 

Representatives of the military services concerned are here with me to dis- 
cuss their requirements in more detail if you so desire. 


__ 


STATEMENT OF MAJ. GEN, G. HONNEN 


Mr. Chairman, gentlemen, on the 10th of January the President forwarded to 
the Congress recommendations for supplemental appropriations for fiscal year 
19538. The additional Army requirement was estimated at $848 million; it was 
proposed to make $60 million of this amount available by transfer within Army 
appropriations. The net requirement for additional funds was estimated, there- 
fore, at $788 million. 

On February 8, justification for this amount was reviewed by the Sub- 
committee on Armed Services, Committee on Appropriations, of the House of 
Representatives. The report of the House Committee on Appropriations was 
printed on the 16th of February. With the exception of an amount of $11,- 
126,000, which was requested by the Army for station allowance costs under the 
joint travel regulations, there was no indication in the report of failure to 
recognize the validity of the Army’s additional requirements. It was proposed, 
however, that the budget request be absorbed out of funds currently available to 
the Department of Defense. 

It has not been possible in the time available to evaluate the full impact of 
the House committee recommendations. The situation is under study in the 
Office of the Secretary of Defense; it is anticipated that recommendations will 
be made later by the Defense Department when the review of the fiscal year 
1953 program and the fiscal year 1954 budget estimates, instituted on February 
3, 1953, by the Director of the Bureau of the Budget, has been completed. Data 
already examined in connection with the fiscal year 1953 review indicates that 
the transfers as proposed in the House committee report from the ‘Maintenance 
and operations, Army,” and “Procurement and production, Army,” appropria- 
tions are not feasible. I should like, therefore, to proceed with a discussion of 
the Army’s additional requirements without specific reference to the sources 
from which these requirements may be financed. 


MILITARY PERSONNEL, ARMY 


There are additional requirements in each of the five budget programs of the 
“Military personnel, Army,” appropriation. It is planned, however, to meet the 
added requirement in the subsistence of the Army program by a reduction in the 
combat pipeline of subsistence; this reduction has become possible because of 
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decreased usage of operational rations and through a reduction in the funds 
required to support other Government agencies. 

The major portion of the supplemental request is in the budget program “Pa, 
of the Army.” Most of the additional $761,910,000 requested for this program is 
to meet payments resulting from new legislation. For increased pay and allow- 
ances $181.3 million is necessary, $153.4 million is for combat duty pay, $373 
million is for mustering-out payments, and $514 thousand is for uniform allow 
ances for Reserve officers and temporary officers when first reporting for extended 
active duty. Combat duty pay is retroactive to the 31st of May 1950; $123.6 
million of the total estimated for this item is, therefore, for fiscal years 1950, 
1951, and 1952. Mustering-out payments are retroactive to the 27th of Jun 
1950; hence, $144 million of the $373 million estimated addition is required for 
the period prior to fiscal year 1953. 

The regular appropriation for fiscal year 1953 was based on a beginning mil 
tary strength of 1,560,000, a terminal strength of 1,552,000, and an average 
strength of 1,552,000. Compensating adjustments have been made in this supple- 
mental estimate to provide for the actual number of 1,596,258 who were in 
service on July 1, 1952, a strength of 1,546,000 which is projected for the end ot 
the fiscal year, and an anticipated lower average strength of 1,543,346. The dis 
tribution of this strength by category has been amended in order to provide for 
an increased number of officers in the grade of lieutenant. As General McAuliffe 
pointed out, this increase has been partially offset by savings in the higher com 
pany grades and in the field grades and by a savings of more than 3,000 in the 
warrant and nurse categories. 

Additional costs covered in this budget program which are related directly to 
supporting continuation of the Korean war include increased requirements under 
the Missing Persons Act and additional sums for foreign duty pay of enlisted 
nersonnel; the overseas strength is higher than we forecast in the basic budget 
because of larger troop deployments in the Far Hast. 

An additional amount of $17,030,000 is needed for the budget program “indi 
vidual clothing.” When clothing requirements for fiscal year 1953 were recom 
puted to include provision for support of combat in Korea, it was determined that 
an additional amount of $43,633,000 would be needed for the purchase of indi 
vidual clothing on a consumption basis. However, a savings of $26,603,000 is 
anticipated in the amount available for monetary allowances in lieu of cloth- 
ing. The supplemental estimate of $17,030,000 is, therefore, the net amount 
required, 

For the budget program ‘Travel of the Army,” an additional amount of $56 
million is needed. This additional amount for permanent change of station 
travel is due, principally, to continuation of the Korean war. Based on the 
assumption that combat in Korea would terminate before fiscal year 1953, some 
unit redeployments were planned, as well as a general slowing down of in 
tensive programs for training replacements for Korea. The continuation of 
hostilities has necessitated an increase in the travel of individual replace 
ments to, from, and within overseas commands; the cost of this increase ex- 
ceeds by more than $36 million the savings resulting from postponing unit re- 
deployments. In addition, training and deployment travel within the United 
States will be at a higher rate than contemplated, since the planned level-off 
in special training activity will not be possible. 

As a basis of comparison for fiscal year 1953, a careful study was made of 
fiscal year 1952 travel experience. There is little difference between the aver- 
age military strengths for the 2 years, but the personnel turnover for fiscal year 
1953 is estimated at 900,000, as compared to a turnover of approximately 500,000 
that occurred in fiscal year 1952. Fiseal year 1952 obligations for permanent 
change of station travel totaled $217 million. Of the $194 million available 
for this purpose in fiscal year 1953, it is estimated that approximately $118 
million was obligated during the first half of the year. It is apparent, there 
fore, that the estimate as adjusted by addition of the supplemental requirement 
compares favorably with fiscal year 1952 experience, both from an obligation 
standpoint and when evaluated on the basis of the turnover workload. 

For the budget program “Other military personnel costs” an additional amount 
of $1,360,000 is necessary. This amount is for providing free movies, free 
magazines, and paperbound books to combat troops in Korea. During this 
year 16 mm. motion pictures are being shown free of charge to approximately 
2,200,000 men per month. There are some 700 show locations operating in Korea 
for combat troops of the Army, the Air Force, and the Marine Corps. ' These 
movies have contributed more than any other special-service activity in Korea 
to the maintenance of a high state of morale among combat personnel. 
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Troops in Korea are also provided with enough magazines and kits of paper- 
hound books to provide each month approximately 1 book and 1 magazine to 
each man, 

Within the additional amount requested for the “Military personnel, Army,” 
appropriation, $11,126,000 is for additional station-allowance costs under the 
joint travel regulations. This amount was specifically disallowed in the House 
committee report on the basis that the committee was not satisfied with the 

isis of the justification made for the item, If the question raised by the 
House committee report is related to the validity of the estimated requirements, 
representatives of the Office of the Assistant Chief of Staff, G—1, and of the 
Office of the Chief of Finance, who are available here today, will furnish any 
justification the committee desires relative to these requirements. If the 
question concerns rates of compensation, it should be noted that these rates 
are established by an interdepartmental committee on which the Department 
of the Army is represented but over which it exercises no more control than 
other participating members. The Army cannot adjust the compensation rates 
through unilateral action. The additional funds are necessary based on requires 
ments and currently determined rates. 


CIVILIAN RELIEF LIN KOREA 


For the appropriation “Civilian relief in Korea,” an additional amount of 
$11,700,000 is needed. With regard to this appropriation it will be recalled 
that on September 29, 1950, the Army was given responsibility for Korean 
relief. On that date the President directed the Department of Defense to assume 
responsibility for direct civilian relief and for the provision of comimon-use 
items to support military operations during the period of hostility. The Eeo- 
nomic Cooperation Administration was charged with the complementary 
responsibility for providing sustaining-type imports and other forms of aid 
necessary for restoration of indigenous resources and for maximizing Korean 
self-help, 

Initially, aid was provided through transfers from military stocks and by 
local purchases in Japan. The first appropriation on the Army received for 
Korean civilian relief purposes was passed on the 6th of January 1951 and was 
in the amount of $50 million. The total amount appropriated to date for Ko 
rean civilian relief is $275 million. This amount was programed to meet require 
ments through the first half of fiscal year 1953, at which time it had been 
anticipated that cessation of combat would have permitted transfer of relief 
responsibility to the United Nations Korea Reconstruction Agency. The con- 
tinuetion of combat has made it necessary to project the Army's respomsibility 
through the remainder of this fiscal year. The additional cost incident to this 
extension is estimated at $45 million. Only $11.7 million of new obligational 
authority was requested, since it was proposed to obligate in this appropriation 
an amount of $33.3 million which had been set aside for reimbursing the “Mili 
tary personnel, Army,” appropriation. In the House committee report it was 
proposed that the additional amount of $11.7 million be met through retaining 
in the appropriation money which had been programed for reimbursing the 
“Maintenance and operations, Army,” appropriation. The Army is willing to 
accept this proposal. 

The witnesses who follow me are prepared to furnish detailed justification 
for these items I have briefly summarized. In closing, may I say again that 
the Army considers the requirements I have discussed here today are completely 
valid. With regard to the method by which these costs may be met, the review 
by the Secretary of Defense of fiscal year 1953 Department of Defense pro- 
grams may provide a basis for making recommendations on this subject. As I 
stated earlier, preliminary examination indicates that the amount of funds pro- 
posed for transfer from the “Maintenance and operations and procurement and 
production” appropriations is not realistic. Such transfer would seriously jeop- 
ardize the Army’s ability to carry out its program efficiently and effectively. 

Thank you. 





REMARKS OF LT. GEN. A. C. MCAULIFFE 


Mr. Chairman and gentlemen, I am here this morning to represent the Chief 
of Staff in opening the presentation of the Army’s presently estimated supple- 
mental requirements for the current fiscal year. On the 3d of February we 
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appeared before the Armed Services Subcommittee of the House Committee 
on Appropriations to justify this request. The House committee report was 
printed on the 16th of Febrvary end will be referred to in the course of my 
discussion, I shall include in my remarks only the general considerations af 
fecting the Army’s request. 

The Army’s supplemental requirements are contained in two appropriations 
“Military personnel, Army,” and “Civilian relief in Korea.’ The requirements 
are estimated at $788 million. Proposals have been made in the House report 
to meet this need for additional funds through transfers within and betwee: 
Department of Defense appropriations. I shall limit my remarks to a con 
sideration of the requirements, leaving to subsequent witnesses any discussio! 
relative to the means by which it is proposed that these requirements be financed 

The need for the additional funds requested is based generally on two fac 
tors. The first of these is the necessity to provide support for a continuation 
of combat in Korea. As you know, our fiscal year 1953 appropriation did not 
provide for such support. The other factor is related to four acts of the Con 
gress which became law either during or subsequent to consideration by the 
Congress of the regular estimates for fiscal vear 1953. This new legislation 
ereated the need for funds to meet obligations which are retroactive as well 
as those which pertain to the current year. In the case of combat duty pay 
only 19 percent of the $153.4 million requested is for fiscal year 1953 and in the 
case of mustering-out pay, 39 percent of the $373 million estimated total is 
for the effective period prior to fiscal year 1958. With regard to the other areas 
of new legislation, the amounts needed to meet military pay increases and uni 
form allowances for Reserve oflicers when first reporting for extended active 
duty are, in general, the fiscal year 1953 amounts required for compliance with 
the new laws 

We have a new requirement for which funds are requested in this supplemental 
and which is not related to new legislation and is not specifically associated with 
support of a continuation of Korean combat. 

The supplemental estimate contains an increase of 12,859 man-years of lieu 
tenants above the number carried in the original budget estimate. This increase 
is due to the fact that the Army entered the fiscal year with an overstrength in 
captains and lieutenants largely because the input of lieutenants from the ROTC 
program occurs during the first quarter of fiscal year, thus peaking the man-year 
expenditure rate during the first 3 months. 

In attempting to live within the funds available and to bring the captain 
strength in line with the Davis amendment, promotions to captain and above 
were curtailed during the first half of the year and rigidly controlled throughout 
the year. 

These actions while increasing the man-years in the lieutenant grades have 
produced a savings of 2,474 man-years in the captain and higher grades. This 
curtailment of promotion is not desirable and has been used as a temporary ex 
pedient to help solve the budgetary problem rather than establishing smaller 
requirements for the mature command and leadership of the necessary number of 
field grade officers. 

In addition to this situation, the Secretary of Defense and the Bureau of the 
Budget have approved an increase of 3,000 officers to continue the Korea war 
effort after the change of assumption as to termination of that conflict. 

These two conditions account for the increase in man-vears of lieutenants. 

I should like to mention also the need for additional funds to provide for neces- 
sary permanent change of station travel of military personnel. The greatest 
possible economy has been exercised in this activity. Positive and continuous 
efforts have been made to improve the Army’s overall control of permanent 
change of station movements. A report on these efforts has been made to the 
Congress. But so long as combat continues in Korea and the rotation policy 
is carried out, there will continue to be a tremendous increase over peacetime 
experience in the movement of military personnel to and from overseas areas 
To make replacements available for overseas shipment, there must also be an 
increase in movements in the continental United States incident to the effective 
training of these replacements. The general situation is complicated, of course, 
by the general 2-year term of service of inductees. While we recognize that a 
2-year period of service is not efficient or economical, our plans and operations 
are controlled by existing legislation. 

I should like now to turn the discussion over to General Honnen, who will sum 
marize the Army’s dollar requirements as contained in this supplemental request 
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STATEMENT OF MAJ. GEN. B. E. Sawyer, Cuter or FINANCE 


Mr. Chairman and gentlemen, the amount included for “Pay of the Army” in 
this supplemental request is $761,910,000. The need for supplemental funds is 
principally to provide for additional requirements resulting from (1) new leg- 
islation not covered by appropriation, (2) an increase in the average number of 
commissioned officers on active duty, and (3) continuation of hostilities, 


NEW LEGISLATION 


Approximately $708 million of the requested $761.9 million results from leg- 
islation authorizing mustering-out payments (act of July 16, 1952, Public Law 
550), combat-duty pay (act of July 10, 1952, Public Law 488), increased mili- 
tary pay and allowances (act of May 19, 1952, Public Law 346), and certain 
changes in uniform allowances for officer personnel (act of July 9, 1952, Publie 
Law 476). The authorizations for combat-duty pay and mustering-out pay- 
ments are retroactive to June 1950. Estimated cost of the retroactive provisions 
is $267.5 million. 

The supplemental request is limited to three projects—the ones providing for 
pay and allowances of commissioned officers, enlisted personnel, and mustering 
out payments. 

COMMISSIONED OFFICERS 


The original 1953 estimate provided for an average of 120,000 commissioned 
officers on active duty; this one for 130,385. The increased strength is in the 
grade of lieutenant and totals 12,859 man-years. It has been offset by savings 
of 2,474 man-years in the higher company and field grades for a net increase 
of 10,385 man-years. The necessity for the additional officers has been ex- 
plained to you in the General Staff presentations. 

The revised commissioned-officer requirement is shown in summary form on 
page 8 of the justifications. The additional cost totals $87,155,000. Of this 
amount, approximately $46.8 million is required for pay increases authorized 
by law $8.4 million for current and retroactive combat-duty pay, $442,000 for 
increased uniform allowances, $1.7 million for payments under the Missing 
Persons Act resulting from continued hostilities, and the remaining $29.8 mil- 
lion for increased strength. The additional commissioned-officer cost is further 
offset by a savings of 3,004 man-years in warrant officers and nurses from the 
22,800 man-years provided for these categories of personnel in the regular 1953 
appropriation. 


ENLISTED PERSONNEL 


Revised requirements for enlisted personnel are shown in summary form on 
page 15 of the justifications. The supplemental request totals $309,460,000. 
Of this amount, approximately $128.7 million is required for pay increases au- 
thorized by law, $144.6 million for current and retroactive combat-duty pay, $13.8 
million for increased requirements for foreign-service pay and payments under 
the Missing Persons Act due te continued hostilities, and the remaining $22. 
million for increased requirements not offset by the lower enlisted strength on 
which this estimate is based. 


MUSTERING-OUT PAYMENTS 


This item was mentioned in the general statement of increased requirements 
due to legislation. Of the $372,835,000, approximately $144 million is required 
for retroactive claims of personnel released from service since June 1950, and 
$228.8 million to those scheduled for release this fiscal year. 


STATION ALLOWANCES 


This supplemental request included an increased requirement of $11,126,000 
for station allowances which was disallowed by the House. Approximately 
$1 million of the amount was applicable to officers and $10 million to enlisted 
personnel. 

In this connection, I should like to point out that the initial 1953 estimate was 
prepared in October 1951 and the amount included for station allowances was 
seriously understated in terms of the estimate and changes in station allow- 
ance rates and deployment since that time. The same thing was true in the 
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1952 estimate and was partially corrected in the 1952 urgent deficiency appro 
priation last une Fina! tabulation of military pay records for 1952 show 
station-allowance expenditures for that year approximated S28 million. 

With the $11 million disallowed by the House, the 1953 estimate totaled 
$23.3 million. Obligations against this amount through January approximated 
$14 million or nearly $2.3 million in excess of the amount included for this 
purpose in the original 1953 appropriation request. It is for these reasons tha 
I urgently request restoration of the House cut. 


TRAVEL OF THI ARMY 


Included in this supvlemental is a request for $56 million for travel and 
transportation incident to permanent change of station. The additional funds 
are required to meet increased requirements generated by continuation of 
hostilities. 

The 1953 travel appropriation totaled $194,450,000 as compared to $217 million 
obligated for fiscal vear 1952. The 1952 appropriation provided for an average 
troop strength of 1,595,155 with a turnover of approximately 500,000. Revised 
requirements for this fiscal year provide for an average troop strength of 
1,543,346 with a turnover approximating 900,000. In short, the amount appro 
priated for 1953 is approximately 10 percent less than 1952 usage as compared 
to a 3.2 percent reduction in troop strength between the 2 years, and an 80 percent 
increase in requirements for travel pay on discharge and replacement training 
due to turnover 

The 1953 request did not provide for continuation of the war. Even on that 
basis we would have been seriously pressed to live within the funds appropriated 
without impairing the training program, further extending overseas tours, or 
cutbacks in the rotation program. None of these steps can be effectively accom 
plished under continued hostilities, and $148 million or 73.5 percent of our avail 
able funds were obligated through January. This estimate is projected on th: 
basis that the war will continue throughout the year. Requirements have bee: 
reevaluated on the basis of revised troop strength, deployment, and personne! 
policies, using 1952 experience as a standard for combat operations. Of these 
$56 million requested, $2.5 million is for travel to first duty station, $17.5 million 
for replacement training and deployment, and $36 million for travel to and 
trom overseas. 

This concludes my opening statement. 


DEPARTMENT OF THE ARMY 
MILITARY PERSONNEL, ARMY 


Page 12, line 8 of bill as reported by House committee : 
1953 appropriation 42 $4, 410, 000, 000 
1953 supplemental___ Sc 776, 300, 000 
House committee * ; 725, 724, 000 
(House hearings, pp. 481-482, 498-495, 499-500, 502.) 


The Department of the Army requests the following amendment: 
PROPOSED AMENDMENT 


Page 12, line 8: Strike out “$725,724,000" and insert in lieu thereof “$736, 
850,000”, the estimate, an increase of $11,126,000 over the House-approved 
amount. 

EFFECT OF PROPOSED AMENDMENT 


The net adjusted requirement for the fiscal year 1953 supplemental under this 
heading on page 29 of the House committee report is stated as $736,850,000. 
The proposed amendment will have the effect of covering this requirement. 


HOUSE COMMITTEE REPORT 


Department of Defense.—The additional amount of $11,126,000 requested by 
the Army for station-allowance costs under the joint travel regulations is dis 





SECOND SUPPLEMENTAL APPROPRIATION BILL, 1953 331 


ilewed. The committee was not satisfied with the basis of the justification 
made for the item; it is planned to review the subject in more detail during 
hearings on the 1954 estimates. 


JUSTIFICATION OF PROPOSED AMENDMENT 


The Army can justify the additional 1953 requirement based on the numbers 
currently drawing station allowances as reported by disbursing officers 

The rates of compensation by geographical areas are established by an inter- 
lepartmental committee composed of a representative from each of the uni 
formed services. The Army has a representative, but otherwise exercises no 
more control than any other participating member. Once the station-allowance 
rates are established, the Army cannot adjust the rates through unilateral action. 
if the men are stationed in the area, they are entitled to the station allowance 
uthorized therefor. 

Of the $11,126,000 requested, approximately $1 million is applicable to officers 
and $10 million to enlisted personnel. Additional amount is required to cor- 
ect deficiency in original 1953 estimate Initial preparation of 1953 estimate 
began in October 1951, and experience has shown amount ineluded for station 
allowance was seriously understated in terms of the estimate and changes in 
tation-allowance rates and oversea deployment since that time. <A similar sit 
uation occurred in 1952 and was partially corrected in 1952 urgent deficiency 
appropriation last June. Final tabulation of military pay records for 1952 show 
a total expenditure of $28 million for station allowances in that fiscal year. 

Revised 1953 estimate totaled $23,300,000, Obligations through January ap- 
proximated $14 million, or nearly $2,200,000 in excess of amount included for 
station allowances in original 1953 appropriation request. 

lor these reasons complete restoration is requested. 


STATEMENT BY MAJ. GEN. W. F. MARQUAYT, CHIEF OF CIVIL AFFAIRS AND MILITARY 
({OVERNMENT, DEPARTMENT OF THE ARMY 


CIVILIAN RELIEF IN KOREA (CRIK) 


Mr. Chairman and gentlemen, the Department of the Army program fo. 
civilian relief in Korea for the second half of fiscal year 1958 is estimated ut 
$45,000,000. This program represents the minimum requirements for direct 
relief supplies essential for the prevention of disease, starvation, and unrest. 
Although the requirements for this program have been computed at $45,000,000, 
the Congress is not being requested to appropriate any additional funds to 
finance the program. The financing is to be effected from the unobligated bal- 
ances of current Department of the Army appropriations. 

As you undoubtedly are aware, the President, by letter directive on Septem- 
ber 29, 1950, gave the Department of Defense (Army) complete responsibility 
for direct civilian relief assistance in the form of food, clothing, shelter, med- 
ical supplies, and similar items, and the provision of items which serve com- 
mon civilian and military purposes, to be financed from funds available or to 
be made available from military appropriations. 

In implementing this directive, the commander in chief, United Nations Com 
mand, initially employed transfers from military stocks and procurement in 
Japan to meet the requirements while the Department of the Army initiated 
Zone of Interior logistical support. Subsequently, financial support totaling 
$275,000,000 has been provided by the Congress, under the title of civil relief 
in Korea appropriations, for the purpose of meeting direct civilian relief needs 
in South Korea and areas south of the existing military forward lines in North 
Korea, This amount was made available in 3 separate appropriations as fol- 
lows: $50,000,000 by Public Law 911, Sist Congress; $50,000,000 by Public Law 
179, 82d Congress : and $175,000,000 by Public Law 431, 82d Congress. From the 
last appropriation of $175,000,000 an amount of $73,750,000, scheduled to re 
imburse military funds for civil relief expenditures, is still available for utill- 
zation. From this source $28,750,000 will be used to reimburse the general 
military appropriations for amounts used in lieu of CRIK funds during the 
second half of fiscal year 1952. The balance of $45,000,000 is available for off 
setting CRIK requirements for the latter half of fiscal year 1953. Consequently, 
it is unnecessary to request additional funds for this period. 
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The program, as submitted, is a definite minimum requirement, it does not 
duplicate requests for United States funds from other sources, and its employ 
ment is contemplated strictly within the language of previous CRIK appropria 
tions and the intent of the Congress as revealed in hearings by congressions 


groups or in discussions with proper United States governmental authorities 
STATEMENT OF THE CHIEF OF NAVAL PERSONNEL 


Mr. Chairman and gentlemen of the committee, I am here today in support of 
our request for supplemental funds in the amount of $140,000,000 under the 
appropriation “Military Personnel, Navy, 1953.” This appropriation, as you 
know, provides for the pay, allowances, subsistence, travel, clothing and other 
personnel costs of all Navy personnel on full-time astive duty. 

Our requirement for additional funds does not stem from any increase in 
personnel strength over that which was approved by you when the 1953 Depart 
ment of Defense Appropriation Act was passed. In fact, some reductions in the 
approved personnel numbers are now planned and these reductions serve to 
offset a portion of the additional dollar requirement which has been generated 
since the appropriation was reviewed by the Congress last summer. 

This request is based solely on the costs of four specific legislative actions 
which occurred subsequent to the preparation and submission of the 1953 budget 
estimates. These were, briefly: 

(a) Public Law 346, which amended the Career Compensation Act of 1949, by 
increasing basic pay rates 4 percent, basic allowances for quarters 14 percent, 
and certain basic allowances for subsistence 14 percent. The cost of this act 
is computed at $107,396,196. 

(b) Public Law 476, the Armed Forces Reserve Act, adjusted existing uniform 
allowances for Reserve officers and prescribed an additional uniform allowance 
for certain Reserve officers who reported for active duty on or after June 25, 1950 
The cost of these additional allowances is $902,250. 

(c) Public Law 488, the 1953 Appropriation Act, incorporated, under title 
VII, the Combat Duty Pay Act of 1952. The cost of combat pay for Navy 
personnel payable in 1953 is estimated to be $2,000,000. 

(d) Public Law 550, the Veterans’ Readjustment Assistance Act of 1952, 
prescribed mustering-out pay at the rate of $100, $200 or $300 for members 
separated from active service on and after June 27, 1950. The cost of this item, 
including the authorized retroactive payments to members separated in fiscal 
years 1951 and 1952, totals $126,138,800. 

The total cost of these four acts is $236,437,246. 

Continuous reviews have been conducted to insure the most effective utilization 
of personnel possible and to adjust manning levels, both current and projected, 
to the minimums consistent with planned fleet operations and necessary shore 
support. Asa result it has been possible to effect some downward adjustments 
to the previously approved personnel plan. 

We now plan to support in 1953 an average strength of 803,879 and an end 
number of 800,000, in lieu of the average of 825,000 and end number of 835,875 
previously planned. 

This reduction reflects a decrease in the average number of officers from 
84,044 to 82,344 and in the end number from 86,950 to 84,100. In the enlisted 
line the reduction is from 740,956 to 721,535 in the average and from 748,925 to 
715.900 in the end number. I might add, at this point, that the Navy presently 
plans to operate throughout fiscal year 1954 at the reduced end strength of 
800,000, which we will reach by June 30 of this year. 

These reductions and readjustments in the personnel plan, as it was reflected 
in the basic appropriation, generate net savings of $54,994,246, which we have 
applied against the gross additional requirement of $236 million that I men- 
tioned a few moments ago. 

There is being made available $41,448,000 for transfer to this appropriation 
pursuant to existing authorizations, and our net deficiency is reduced accordingly 
to the $140,000,000 requested. 


GENERAL STATEMENT 


The estimates for this appropriation as submitted to Congress were based 
on no hostilities in 1953 and on laws then in effect. However, subsequent to 
the submission of the estimates, there was enacted the following legislation 
affecting the estimates for which no direct appropriations were made: 

(a) Public Law 346, approved May 19, 1952, prescribed a 4-percent increase in 
basic pay rates, a 14-percent increase in basic allowances for quarters, and a 
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l4-percent increase in certain basic allowances for subsistence, effective May 
1, 1952. 

(b) Public Law 488, approved July 10, 1952, prescribed combat-duty pay at 
he rate of $45 per month to certain personnel on active duty after May 31, 1950. 

(c) Public Law 550, approved July 15, 1952, prescribed mustering-out pay at 
he rate of $100, $200, or $300 for members separated from active service after 
June 27, 1950. 

The total gross cost of this new legislation amounts to $91,382,000. 

Personnel program changes generate net savings of $15,382,000, which is used 
0 partially offset the cost of the pay increases. Further offset will be accom- 
plished by transfer of $13 million savings from other Department of the Navy 
ippropriations under existing lerislative authority. 

This supplemental would provide authority for the Secretary of Defense, 
with the approval of the Director of the Bureau of the Budget, to designate 
other 1953 Department of Defense appropriations from which a transfer of 
$63 million may be made to this appropriation. This amount would complete the 
financing of the new legislation. 


STATEMENT OF REAR ApM. M. F. ScHOEFFEL, CHIEF OF THE BUREAU OF ORDNANCE 


Mr. Chairman and members of the committee, I wish to request an amend- 

ent to the appropriation “Ordnance and facilities, Navy, 1951.” The requested 
anguage change is as follows: 

“The unexpended balance of the appropriation ‘Ordnance and facilities, fiscal 
vear 1951,’ shall remain uvailable during the fiscal year 1954 for liquidation of 
obligations incurred thereunder for (1) production and procurement of Navy 
ordnance and ammunition and (2) procurement of plant equipment, appliances, 
and machine tools.” 

This amendment will permit the Bureau of Ordnance and the Navy Depart- 
nent to complete the liquidation of contracts for procurement and production 
of ordance material in the normal and most efficient manner, 

it is currently estimated that delivery of material with a dollar value of 
approximately $153.3 million under 136 contracts will be delayed beyond the 
normal period of annual appropriation availability. In the appropriation 
“Ordnance and facilities, Navy, 1951,” that period is June 30, 1953. 

Approximately 86 percent of the production initiated during fiscal year 1951 

under the original and all supplemental appropriations provided that year) 
will be completed. The remaining 14 percent represents undelivered material 
under contracts entered into against funds provided late in fiscal year 1951, as 
follows: 


Source of funds, fiscal year 1951: Unliquidated contracts 
Ist supplemental (2d quarter) 4 / _.__ $5, 308, 242 

2d supplemental (3d quarter) - A . . 81,564, 300 

ith supplemental (4th quarter) - Bt oe 116, 476, 458 
Total ségh _ 1538, 344, 000 


The material on which deliveries will be delayed are in the following categories 
and amounts: 


Amount 

(millions) 

Ammunition ene siti wie . $100.5 
Fire-control equipment ; . 13.5 
Guns, mounts, and missile launchers__~-~-_ adapts ee aateieindd cel 9.0 
lorpedoes a snap oe Qngaater ee aaecoe a - -—-=— 2.3 
eek, Gee Contes, DOs... nantccedanbeees naeea denna 12.4 
Guided-missile systems__-~~~- sit eile pig Athigaht> evintanatace-huabedidiieenante 11.5 
Production equipment and others_...-..-..-.----- ae natant 4.1 
Total . . ont sania cesarean 153. 3 


These delayed deliveries are the result of (@) difficulty in obtaining machine 
tools and facilities to support planned production schedules, (b) industrial 
strikes, (¢) shortages of critical materials, (d@) rescheduling of deliveries to 
permit a stretchout of production over an extended period in order that the bene- 
tit of going production lines could be maintained for maximum periods. 
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The funding decisions of fiscal year 1953 and the funding plans for fiscal yea 
1954 include full recognition of the adjusted production schedules under cor 
tracts entered against the fiscal year 1951 appropriation. 





STATEMENT BY REAR ApM. Homer N. WALLIN, CHIEF OF THE BUREAU OF SHIPs 


Mr. Chairman and members of the committee, I am here today to request 
language change in our appropriation. No additional funds are being requested 
nor will additional funds be made available by this change in language. The 
sole purpose is to allow a 1-year extension of expenditure availability to permit 
routine payment through the Navy disbursing system for long-lead-time items 
which will be impossible of delivery prior to June 30, 1955. 

The unexpended obligations involved here are due mainly to a rather unique 
funding situation which occurred during fiscal year 1951. 

The fourth supplemental of the 1951 appropriation “Ships and facilities, Navy,’ 
included funds in the amount of $203,268,000 for the procurement of electronic 
equipments. The act making these supplemental funds available was passed 
on May 31, 1951, thereby allowing but 1 month for obligation of these funds 
instead of the usual 12, and but 25 months availability for expenditure of funds 
in lieu of the usual 36 months. The estimated unexpended balance on July 1 
1953, for which extension is requested, is $256.8 million, which compares favor 
ably with the funds appropriated on May 31, 1951. 

The contracts involved here were negotiated during the early days of the 
Korean war. Every effort was made to equip the Navy with the latest types of 
electronic equipment developed by extensive research programs. The impact 
on the electronic industry was severe. Items were new, and no production lines 
were established. Prime contractors could not assemble complete equipments 
until supplied with subsidiary parts and components. There was an acute short 
age of trained engineering personnel. These factors further complicated the 
difficulties imposed by curtailed expenditure availability. 

Payment of contractual obligations is greatly expedited when made through 
the Navy's disbursing system rather than through the claims procedure of the 
General Accounting Office. It results in savings to the Government through 
reduction of paperwork, and fosters better relationships with private industry 





STATEMENT oF Lr. Cou. E. G. CAarRLson, DIRECTORATE OF PERSONNEL PLANNING, 
DCS/PERSON NEL, HEADQUARTERS, UNITED STATES AIR FORCE 


Mr. Chairman and members of the committee, the supplemental budget we are 
presenting today has been made necessary by the enactment, since the submis- 
sion of the original fiscal year 1953 estimate in January 1952, of certain laws 
providing for additional pay and allowances. 

The Armed Forces Pay Raise Act (Public Law 346, 82d Cong., May 19, 1952) 
was passed effective May 1, 1952. This act increased the basic pay by 4 percent 
and quarters and subsistence allowances by 14 percent. The overall increase 
in military pay and allowances was just under 6 percent. 

The Veterans Readjustment Assistance Act of 1952 (Public Law 550, 82d 
Cong., July 16, 1952), among other benefits, provided a mustering-out payment 
for personnel separating from the service. These payments range from $100 
to $300, varying with length of service and varying with place of service; i. e., 
dependent upon whether service was within the Zone of Interior or overseas. 
These allowances are retroactive to cover separations on or after June 27, 1950. 

Title VII of the fiscal year 1953 Appropriations Act (Public Law 488, 82d 
Cong., July 10, 1952) provided for combat-duty pay at the rate of $45 monthly 
for personnel serving in Korea and who are subject to enemy fire. This combat 
pay is retroactive for service from June 27, 1950. 

The Armed Forces Reserve Act of 1952 (Public Law 476, 82d Cong., July 9. 
1852) provided for certain additional uniform allowances for Reserve officers 
who came on active duty since June 27, 1950. There is a $100 allowance for 
those officers who had previously received a uniform allowance but who subse- 
quently were recalled to active duty and a $300 initial allowance for newly 
comnissioned officers. These allowances replaced the single onetime $250 initial 
allowance for the newly commissioned officer entering on active duty. 








( 
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The costs generated by this new legislation are as follows: 





Fiscal years Fiscal year Total 

1951 and 1952 195: _ 
‘av raise $132, 439, 000 $132, 439, 000 
Mustering-out payment $54, 738, 000 52. 807, 000 107, 545, 000 
ombat pay 195, 000 207, 000 000 
Uniform allowances 1. 928. 000 1. 928, 000 
l otal 4. 933. 000 &7. 381. 000 242, 314, 000 


You will note that our supplemental request of $167 million is less than the in 
creased costs of $242,314,000. This is brought about by decreased costs in the 
werall personnel requirements associated with a downward revised personne! 
progrram 

It may be well to briefly review program changes since the submission of the 
original fiscal year 1953 budget in January 1995: At that time the personnel 
program included a beginning strength of 973,350 and an end strength of 
1,061,000, with an average strength of 1,012,006 man-years. However, during 
the past year several factors have caused us to adjust our personnel program 
downward. Overseas base development has not progressed as rapidly as orig- 
inally anticipated; and, further, our personnel requirements have been reduced 
through continued application of management principles and improved manpower 
utilization. The present fiscal year 1953 operating program now provides for a 
beginning strength of 973,474 and an end strength objective of 1,016,800, with an 
average strength of 975,266. The personnel strengths of this operating program 
ure summarized by category of personnel as follows: 












Man-year 
Begin End fan-ye - 
average 
Officers 121, 360 130, 058 124, 340 
Fem Med Corps 2, 879 3, 400 3, 024 
Warrant oflicers | 4, 162 4, 560 | 4,213 
Airmen 838, 291 870, O18 835, 509 
A viation cadets | 6, 782 &, 764 8, 180 
Total ; 973, 474 1, 016, 800 975, 266 


As a result of the lowered strength objectives and when omitting the newly 
legislated costs we can now finance the Air Force program with $75 million 
less than the § billion appropriated. When the $75 million savings are 
applied to the $242 million increased costs, the supplemental requirement is 
reduced to the $167 million request now before you. I would like to mention 
at this time that our savings of $75 million would have been ever greater had 
we not experienced certain additional personnel costs associated with support 
of the Korean effort. The original fiscal-year-1953 budget did not contain any 
requirements for Korean support. 

Our total requirements to support the revised program are summarized by 
budget program as follows: 








[In thousands] 


Increased | 


Prior to Prior-year | Total re- 





Program : | fiseal-year 
pay raise costs 1953 costs quirement 
c 

Pay and allowances $2, 646, 738 $54, 933 $187,231 | $2, 888, 90 
PCS travel 162, O00 | 162, 
Subsistence 306, 069 306 
Civilian clothing 454 ‘ 
Other military expenses 9, 425 150 9, 5 

Total 3, 124, 686 54, 933 | 187, 381 3, 367, 000 
Appropriated funds 3, 200, 000 3, 200, 000 

Regular program savings 75, 314 | 

Required supplemental 167, 000 


29998—53 22 
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General Honnen. The justification you have before you shows in 
detail the computations of the increased costs attributable to legisla 
tion enacted since submission of the original fiscal year 1953 budget. 
These computations indicate a supplemental requirement for $183, 
000,000 ; however, as was previously pointed out, this amount has been 
reduced to $167,000,000. 


THE JUDICIARY 
SUPREME Court OF THE UNITED STATES 


STATEMENT OF HON. HAROLD H. BURTON, JUSTICE OF THE 
SUPREME COURT OF THE UNITED STATES 


PREPARATION OF RULES FOR CIVIL PROCEDURE 


Senator SauronsTaL, (presiding) We will next take up the item 
of $11,500 for the preparation of rules for civil procedure in the 
Supreme Court of the United States. 

I will place in the record at this point the justification which has 
been submitted. 

(The justification referred to follows:) 


THE JUDICIARY—SUPREME COURT OF THE UNITED STATES 


PREPARATION OF RULES FOR CIVIL PROCEDURE 


For expense of the Supreme Court incident to proposed amendments or addi- 
tions to the rules of civil procedure for the United States district courts pur- 
suant, to title 28, United States Code, section 2072, to be expended as the Chief 
Justice in his discretion may approve, including personal services in the District 
of Columbia, printing and binding, and per diem allowances in lieu of actual 
expenses for subsistence at rates to be fixed by him not to exceed $1 per day, 
$11,500, to remain available until June 30, 1954. 


Amounts available for obligation 


Estimate, Estimate, 
1953 1954 


Supplemental appropriation Actual, 1952 


Appropriation or estimate $11, 500 
Prior-year balance available ‘ i $5, 750 
Balance available in subsequent year —5, 750 


Obligations incurred 5, 750 | 5, 750 


OBLIGATIONS BY ORJECTS 





Personal services 








950 


l'ravel 1, 500 1, 500 
Printing and reproduction 2, 000 2, 000 
Other contractual services 800 800 
Supplies and materials 500 500 













Obligations incurred 5, 750 
DETAIL OF PERSONAL SERVICES 
W. a. e. employment, field 950 | 950 
01 


Personal services 
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Analysis of expenditures 


Supplemental appropriation Actual 1952 — Estimate 
Pox 


Unliquidated obligations, start of year 
Obligations incurred during the year J $5, 750 


Total 5, 750 
Deduct: Unliquidated obligations, end of year 


Total expenditures 


Expenditures are distributed as follows 
Out of current authorizations 
Out of prior authorizations 


JUSTIFICATION OF ESTIMATI 


Pursuant to the act of June 19, 1984 (C 651, 48 Stats. 1064): “To give the 
Supreme Court of the United States authority to make and publish rules in 
actions at law” (now title 28, United States Code, sec. 2072), the Court in 
December 1937 promulgated the Rules of Civil Procedure for the District Courts, 
which were submitted to the Congress and became effective on September 16, 1938 
(308 U. 8. 645, 642). Thereafter by order dated January 5, 1942 (314 U. S. 
720), the Court designated the surviving members of the Advisory Committee, 
appointed by orders of the Court dated June 3, 1935 (295 U. S. 774), and Feb- 
ruary 17, 1986 (297 U. S. 731), as a continuing Advisory Committee to advise 
the Court with respect to proposed amendments or additions to the Rules of 
Civil Procedure. 

This Committee then proceeded to formulate and propose to the Court, and 
the Court adopted a number of amendments to the Rules of Civil Procedure, 
which were submitted to the 80th Congress and became effective on March 19, 
1948 (329 U. S. 837). Similarly, after the revision of title 28 of the United 
States Code became effective on September 1, 1948, the Committee proposed, 
and the Court adopted a number of amendments to the Rules of Civil Pro- 
cedure that had become necessary because of changes in the law accomplished 
by the revision of title 28. These amendments were submitted to the NSist 
Congress and became effective October 20, 1949 (335 U. S. 919) In addition 
the rules for condemnation were preposed by the Committee, adopted by the 
Court, submitted to the 82d Congress and became effective August 1, 1951 (341 
U. 8. 959). 

The following letter to the Chief Justice from the Honorable William D. 
Mitchell, Chairman of the Advisory Committee on Rules of Civil Procedure, 
which has been approved by the Chief Justice, explains the purposes of the 
request : 

“On behalf of the Advisory Committee on Rules for Civil Procedure, I write 
to make the suggestion that the Advisory Committee be authorized to hold two 
meetings in the near future to consider and report on such suggestions as to 
alterations of the rules as have resulted from recent experience.” 

As Mr. Mitchell's letter indicates the committee hopes to hold the first of these 
meetings before the close of the current fiscal year, 1953. It is therefore re 
quested that the funds be made available for obligation and expenditure for 
this year and remain available until June 30, 1954, because the second meeting 
will be held during the next fiscal vear, 1954. 
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The estimate approved by the Court is as follows: 


Estimate of appropriations needed for Supreme Court Advisory Committec 
on Rules for Civil Procedure to finance two meetings of the committee and 
staff and for study of possible amendments to the rules 


Committee meetings: Two meetings of the full Committee: 
Travel and subsistence 
Stenographic reporting 
4, 600. 00 
Printing: 
Draft of amendment and notes for submission to the 
bar for comment (3,000 copies) 
Draft of amendments and notes for submission to the 
Court 
Print of amendments for Congress 
, OOO. OO 
Reporter's staff 
Research assistant, 8 weeks at the rate of $9,360 
per annum 
Stenographer-typist, 8 weeks at the rate of $3,495 per 
annum 


Miscellaneous expenses: Supplies, stationery, postage, tele 
phone and telegraph, and contingencies 


1, 000, OO 


Total i 1a : ; 11, 577. 6S 


In order to submit this request in round figures, the estimate for this appro 
priation can be reduced to $11,500 

Senator SavronsraLL. Mr. Justice Burton, you are here to request 
311,500 to remain available until June 30, 1954, for the preparation 
of Rules for Civil Procedure in the Supreme Court of the United 
States. Isthat a correct statement ? 

Mr. Justice Burron. Yes, Mr. Chairman. 

Senator Satronsrant.. Will you proceed to tell us why this comes 
in on the supplemental budget ¢ 

Mr. Justice Burvon. The reason that request comes in now is that 
the Court did not receive a request for it from the Advisory Com- 
mittee until January of this year. 


CHANGES IN RULES OF CIVIL PROCEDURE 


You will recall the general procedure for developing the Rules of 
Civil Procedure for the United States District Courts is for the Su 
preme Court, under authority of Congress, to prescribe the rules and 
the plan that the Court has adopted to accomplish this is to make 
use of an advisory committee. The present committee is under the 
chairmanship of William D. Mitchell. It considers the various sug 
gestions for changes in the Rules of Civil Procedure from time to time. 

Through such process the revised rules were adopted in 1938. They 
were amended in 1948. They were again amended in 1949 and the 
condemnation rule was amended, in 1951. 

Senator SavronstaLL. Why cannot this wait until the regular ap- 
propriation for 1954 ¢ 
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Mr. Justice Burron. The reason is this: In order for these rules 
to go into operation they must be submitted by our Court to the Con- 
gress before the beginning of a regular session. They are then held 
until after the adjournment of Congress before they take effect, so 
that Congress may have full opportunity to consider them. 

Former Attorney General Mitchell wrote us in January suggesting 
that he hold a meeting of his committee to consider accumulated sug- 
gestions this spring and then, if necessary, hold a second meeting next 
fall. Our Court could then file the amendments, if any, be fore the 
next session of Congress. 

Senator SALTONSTALL. So that this nioney is needed in order to hold 
those two meetings in order that the report may go before the next 
session of Congress? 

Mr. Justice Burron. Yes: in order to hold at least one meeting this 
spring, he has to get the money before July 

Senator Satronstau.. Those will be the rules which will take effect 
January 1, 1954 ¢ 

Mr. Justice Burron. We would present them before January 1954, 
and if Congress did not change them they would take effect at the 
adjournment of Congress. 

I might read what Attorney General Mitchell said. 

On January 19 he wrote to our Chief Justice as follows: 

On behalf of the Advisory Committee on Rules for Civil Procedure, I write 
to make the suggestion that the Advisory Committee be authorized to hold 
two meetings in the near future to consider and report on such suggestions as 
to such alterations of the rules as have resulted from recent experience. 

It is some years since we have had a meeting for that purpose, and there 
are some members of the Committee who are disposed to the view that we have 
not met frequently enough. Personally I have been against holding frequent 
meetings or making frequent changes in the rules, but doubtless we should meet 
whenever experience with the rules has developed suggestions which deserve 
serious attention. I am not sure that there are any suggestions pending which 
the Advisory Committee should adopt, but enough have been made from various 
sources to make it desirable in my opinion that we meet, if the Court approves, 
and consider all recent suggestions, 

The Court has taken action approv ing that suggestion. 

Senator Savronstautn. If you get $11,500 it will be enough, in the 
opinion of the Court, for the committee to hold these two meeting in 
an ordinary decent procedure? 

Mr. Justice Burron. Perfectly so, and if recomendations are not 
forthcoming it will not be necessary to spend the whole amount of 
money. 


LAST CHANGE IN RULES 


Senator Ex.tenper. The last change in rules was in 1950? 

Mr. Justice Burron. The last change was the condemnation rule, 
and that came in 1951. The last general change came in 1949, which 
followed the new code in 1948. 

Senator ELtenper. This is merely to review and find out whether 
or not you are going to change the rules / 

Mr. Justice Burton. That is right. 

Senator Savronstatt. Thank you, Mr. Justice. We appreciate 
your coming here. We are sorry that you had to wait. 

Mr. Justice Burron. I enjoyed listening to the session. 
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POST OFFICE DEPARTMENT 
Postat OPERATIONS 


STATEMENTS OF A. B. STROM, ADMINISTRATIVE ASSISTANT TO 
THE POSTMASTER GENERAL, AND CLARENCE N. BRUCE, DIREC- 
TOR, DIVISION OF BUDGET AND PLANNING 


Senator SatTonstaLt (presiding). Now the next request is from 
the Post Office Department. Mr. Strom, the administrative assist- 
ant to the Postmaster General, is here; and the budget officer, Mr. 
Clarence Bruce, is also here. 

(The justification follows :) 


EXECUTIVE OFFICE OF THE PRESIDENT, 
BUREAU OF THE BuDGET, 
Washington, D. C., February 25, 1953. 
The PRESIDENT, 
The White House. 

Sm: I have the honor to submit herewith for your consideration drafts of 
proposed provisions pertaining to appropriations for the fiscal year 1953 for the 
Post Office Department, as follows: 


Post OFFICE DEPARTMENT (OvuT oF THE POSTAL REVENUE) 
POSTAL OPERATIONS 


For an additional amount for “Postal operations”, $28,000,000, to be derived 
by transfer from the appropriation “Transportation of mails,” fiscal year 1953. 

This proposed transfer is required by reason of 3.9 percent more mail volume 
than was contemplated in the original appropriation, a change in the method 
of transporting mail from railroad to short-haul truck lines, and the additional 
costs entailed by Executive Order 10417A, dated December 6, 1952, which made 
Friday, December 26, 1952, an official holiday. 


CLAIMS 


For an additional amount for “Claims,” $300,000, to be derived by transfer 
from the appropriation “Transportation of mails,” fiscal year 1953. 

This proposed transfer is necessary because of the 20-percent increase in 
volume and 32-percent increase in the average amount of damage claims settled 
by the Department under the Federal Torts Claims Act. 

I recommend that the foregoing drafts of proposed provisions to be transmitted 
to the Congress. 

Respectfully yours, 
Jos. M. DonGe, 
Director of the Bureau of the Budget. 


PosTAL OPERATIONS, 1953 


Annual appropriation act, Public Law 425_- pti. _... $2, 150, 000, 060 
Estimated obligations__ soils Biseahihini acon Mibieendantad dplaeeettentiasiinas acute, ihn 


Estimated supplemental appropriation required __- aoe 28, 000, 000 





SECOND SUPPLEMENTAL 


APPROPRIATION 


BILL, 


Analysis of supplemental appropriation 


ty and account 


ADMINISTRATION OF POST OFFICE OPERATIONS 


Salaries and travel, postmasters 
Salaries and travel, assistant postmasters 


Total, administration of post-office operations 


MAIL HANDLING AND WINDOW SERVICE 


Salaries and travel, clerks, Ist- and 2d-class offices 
Salaries and travel, clerks, 3d-class offices 
Contract station service 


Clerical allowances, 4th-class offices 
Total, mail handling and window service 


COLLECTION, DELIVERY, AND LOCAL TRANSPORTATION 


Collection and delivery 
Salaries and travel, city-delivery carriers 
Salaries, fees, and travel, special-delivery messengers 


Subtotal 
Local transportation 


Salaries and travel, vehicle service 

Vehicle hire 

Government vehicle operations 

Purchase of vehicles (outside limitation 
Purchase of vehicles (limitation 

Salaries and travel, pneumatic tube service 
Mail messenger service 

Carfare 


Subtotal 
Pural delivery 
Salaries and transportation, rural carriers 
Total, collection, delivery, and local transportation 
MAIL HANDLING IN TRANSIT 
Salaries and travel, postal transportation service 
OPERATION AND CARE OF RUILDINGS 
Salaries and travel, custodial service 
Communication services 
Rents 
Rental] allowances, 4th-class offices 
Fue! and utility services 
Building supplies, equipment, and maintenance 
Total, operation and care of buildings 
GENERAL POSTAL SUPPLY SERVICES 
Salaries and travel, supplies and equipment 
Stamps and accountable paper 
Equipment shops 
Postal supplies and equipment 
Printing, field service 
Modern mechanical and other devices (limitation) 


Total, general postal supply services 


Total, postal operations 


Allotment of 
ippropriation 


$133, 754, 000 
400, 000 


154, 154, 000 


172, 000 
5, 600, O00 
000, 000 


163, 000 


000 


000 
000 


000 


000 
000 
OU0 
000 
000 
000 
oor 


000 


000 


412, 000 
, 039, 000 
, 322. 000 
7, 990, 000 
2, 981, 000 
500, 000 


40, 244, 000 


2, 1.50, 000, 000 


Revised esti- 
mate Jan. 16, 
1953 


33, 754, 000 
, 400, 000 


, 154, 000 


672, 000 
600, 000 
000, OOF 
163, 000 


435, 000 


OOO 
000 


( 


5, 000 


O00 


, 000 


, 000 
000 
000 
, 000 
, OO 
000 


40, 244, 000 


es 


2, 178, 000, 000 


1953 


341 


Increase (+) or 
decrease (— 


+-$15, 500, 000 


+15, 500, 004 


+5, 500, 00 


+5, 500, 000 


+7, 000, O00 


-+-28, 000, 000 
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JUSTIFICATION 


An appropriation of $2,150,000,000 was authorized by Public Law 425 fo 
“Postal operations, 1953.” The Department has now reached the point where 
because of increasing mail and other factors, a transfer of funds must be re 
quested for the operation of post offices and the Postal Transportation Service 
All of this transfer can be made from the appropriation “Transportation of 
mails, 1953.” 

Vail volume and receipts—The mail volume used as a justification for the 
1953 appropriation was 49,763,000,000 pieces. The present indications are that 
the 1953 volume will be 51,700,000,000 pieces or 3.9 percent more than the volume 
for which the appropriations were granted. The 1953 volume of 51,700,000,000 
pieces is an increase of 3.9 percent over the 1952 volume. Reports from post 
masters indicate considerable increases in mail volume over the preceding yeu: 
and reports from 300 largest offices substantiate this trend. For example, the 
first 6 months of the current fiscal year show an increase of 6.82 percent in stam) 
sales, 12.04 percent in 2d-lass postage, 37.99 percent increase in permit matte 
postage as well as a 17 percent increase in sacks of parcel post dispatched 
While a portion of this is due to the increases in postage rates authorized )by 
Public Law 2383, it is also caused by the afore-mentioned heavy increase in mail 
volume. 

idditional holiday.—Under the provisions of Executive Order 10417A, Friday, 
December 26, 1952, was a holiday which required the payment of substitute 
replacement for the mandatory compensatory time given to all regular em 
ployees who were used that day. This is one of the heaviest days of the 
Christmas season as virtually no mail is work from late Christmas eve until 
midnight of Christmas day. Of necessity it was necessary to employ the entire 
carrier force, motor-vehicle force and a full complement of clerical employees in 
post offices and Postal Transportation Service, all of which had to be granted 
compensatory time for every hour of employment. This cost not less than 
$4,000,000. 

Hffect in change in size of parcel post Prior to the enactment of Publie Law 
199, which was approved October 24, 1951, parcels in excess of 20 pounds, or 
40) pounds for the first 3 zones, were generally handled as outside pieces and went 
directly from the post office to the railroad. At terminal points of the railroad 
they were handled thereat and transferred from one train to another without 
requiring any handling by the postal service. Since January 1, 1952, there has 
been a steady decline in the number of outside pieces with an increase in sacks 
of parcel post dispatched. For example, for the period July through December 
1952 the outside pieces of parcel post decreased 52.5 percent as compared with 
the corresponding period in 1951, whereas the sacks of parcel post dispatched 
increased 8.5 million sacks, or 17 percent, for the same period. The net result 
is that the increased number of smaller parcels that are now sacked must be 
handled by postal employees and the postal transportation service in terminals, 
whereas the larger outside pieces were handled by railroad employees. This has 
increased the number of sacks of parcels that must be handled by millions of 
sacks annually. This has required a considerable increase in personnel in order 
to handle this additional number of parcels, which will approximate 57,- 
000,000 annually. 

In the extra handlings necessary in post offices the cost will approximate 
$5,000,000; this is an estimate as exact figures are not available. The cost of 
handling these additional parcels in the postal transportation service will be 
about $2,000,000, a total additional cost chargeable to Public Law 199 of 
$7,000,000. 

Short-haul truck service.—When the 1953 budget estimates were prepared 
there were in operation only 33 short-haul truck routes. . Expansion of this 
type service was contemplated, but only where definite savings in transportation 
costs could he effected. It was realized that savings in other transportation 
accounts could be transferred to the short-haul trucking account when necessary 
and justifiable It could not be anticipated fully what impact the trucking 
program would have with respect to the need for increased personnel in the 
postal transportation service: some provision was made in the original estimates 
for 1953 but such additional personnel were eliminated through reductions in 
the estimates. The extension of short-haul truck routes has permitted a reduc 
tion in the allotment account for railroad services of over $14 million. The cost 
of the additional clerical employees in the postal transportation service required 
for this short-haul truck program will be approximately $2,500,000 in 1953. 
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l'ransfer of funds from “Transportation of mails.’—The latest figures avail- 
able for railroad service in the appropriation ‘Transportation of mails, 1953” 
show that there will be a savings of approximately $40,000,000 for the current 
fiscal year which will be available for transfer. The reasons for these savings 
n railroad service will be effected partly because of the transportation of mail 
y truck in lieu of and in addition to railway service which has diminished the 
se of railway service to a very considerable extent. The Bureau of Trans- 
portation has also made extensive surveys to effect better utilization of storage 
cars at heavy originating mail points, which has resulted in more efficient serv 
ice as well as lower rate of transportation by railroads. As a result of these 
economies it is requested that the sum of $28,000,000 be transferred from 
‘Transportation of mails, 1953” to “Postal operations, 1953.” 


CONCLUSION 


This estimate provides for supplemental funds for the following allotment 
‘ccounts : 
Salaries and travel, clerks, first- and second-class offices $15, 500, 000 
Salaries and travel, city delivery carriers 5, 500, OOO 
Salaries and travel, postal transportation service 7, 000, OVO 


Total bi 28, GOO, 000 


These funds are vitally necessary because of increased mail volume, the effects 
of Public Law 199 and the expansion of the short-haul truck program. No in 
crease in appropriations will be necessary as the funds needed can be provided 
by transfer. 

CLAIMS, 1953 


Annual appropriation act, Public Law 425 $5, SOO, 000 
Estimated obligations 3, 100, 000 


histimated supplemental appropriation required 300, 000 


tnalysis of supplemental appropriation 


Allotment of Ley j L.) increase 
ippropria estima or 
Lior bh. 17 Hs] decrease 


Personal and property damage claims: Damage claims 52. +-$300, 000 
Adjustment of losses in the accounts of postmasters and others 
Adjusted loss« 


Indemnitie 
Indemnitic 
In l¢ mnitie 


Subtotal 


Claims for money orders lid by reason of age: Unpaid 
money orders 


+300, 000 


JUSTIFICATION 


This estimate is for the payment of damage claims from the appropriation 
‘Claims, 1953." No additional funds are being requested for any other account 
in this appropriation. The supplemental estimate for $800,000 requested in this 
submission can be derived by transfer from the appropriation “Transportation of 
mails, 1953.” As explained in the justification for the supplemental estimate 
for “Postal operations, 1953” there will be sufficient funds in the transportation 
appropriation to make this transfer 
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Damage claims—Analysis of supplement appropriation 


Apportion- | Revised esti- | Increase (+ 
ment of mate, Feb. or 
allotment | 16, 1958 decrease (— 


Refunds, awards, and indemnities 
Damage claims idebtuhen $385, 637 $542, 304 +$156, 6 
Compromise settlements Fousdees 2, 366 285, 696 +143, 3 


rotal allotment or estimate / 528, 000 828, 000 +-300, 000 


This allotment provides for the administrative settlement of claims under the 
Federal Tort Claims Act, with a ceiling of $1,000 which can be paid for any on 
claim. Claims in excess of $1,000 or those in which the adjudication made by 
this office is disputed are handled as damage suits in the United States district 
courts. Any compromise settlements of these suits are also payable out of this 
allotment regardless of amount. Suits which go to judgment are appropriated 
for separately 

The original estimate for 1953 was based on experience for 1952 and prior 
years and contemplated the payment of approximately the same amount of 
claims in 1953 as 1952. However, as of January 31, 1953, there has been a 13 
percent increase in the number of claims filed over the same period in 1952. 
This increase in volume has been coupled with a 54 percent increase in averagt 
payment per claim from $96 in 1952 to $148 in 1953. Total obligations as of 
January 31 have increased from $225,902 in 1952 to $487,788 in 1953, or 94 
percent. 

The table below shows the number, amount, and average cost of claims paid 
since 1948, both administrative adjudications and compromise settlements of 
court cases: 

Damage claims 


Administ \ tions Compromise set nt rotal 
Number n verage nber » | Number | Amount | Average 


; $270, 000 
209, 302 3 5 588, 125 
174, 176 , 386 5, 507, 879 
108, 149 ] o, , 664 
142, 363 ‘ 528, 000 
193. 900 § 463 37, 788 


1953 


While there has been an increase in the average cost of damage claims, a 
much sharper increase has occurred with compromise settlements. During 1953 
such settlements have ranged from $65 to $45,000. It is apparent that, with 
such a wide fluctuation in amount, it is most difficult to estimate requirements 
accurately. 

Experience has shown that about 45 percent of claims for administrative 
adjudication are filed during the first 7 months of a fiscal year and 55 percent 
during the last 5 months. Based on this ratio, it is estimated that a total 
of 6,456 such claims will be paid this year at a cost of $542,304. In addition, 
it is estimated that 82 compromise settlements will be paid at a cost of $285,696 
This is summarized as follows: 


July 1, 1952, to Jan. 31, | Feb. 1, 1953, to June 30, 1 
1953 1953 Total 


| 
um- | 4 mount Aver Num 
ber age ber 


Aver- 


| 
y 
Amount | age 


Damage claims 5 | $243, 879 3,551 | $208, 425 $84 6, 456 | $542, 304 $84 
Compromise settle- | 
ments 56 193, 909 26 91, 787 3, 463 82 | 285, 696 3, 463 


otal . " 437, 788 ’ 3, 577 390, 212 109 ) 828, 000 27 
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“POSTAL OPERATIONS” AND “CLAIMS,” 1953 

Senator SavronsraLn. The acting chairman is informed that what 
you are here for is for an additional amount for “Postal operations, 
$28,000,000,” to be derived by transfer from the appropriation “Trans- 
portation of mails,” fiscal year 1953, and for “Claims,” in the amount 
of $300,000, to be derived by transfer from the appropriation “Trans- 
portation of mails,” fiscal 1953. 

What you are asking for is permission to transfer from the “Trans- 
portation of mails” $28,000,000 for “Postal operations,” and $300,000 
for “Claims”? 

Mr. Strom. That is correct, sir. 


INCREASE IN MAIL VOLU ME 


Senator Savronsraun. Why does that have to be done / 

Mr. Srrom. It is primarily due to the fact we are running a mail 
volume of 3.9 percent greater than we estimated at the time the appro- 
priation was obtained. That is, in the main, the reason for the request 
for transfer of funds. 

Senator SavronsTatL. Why was this not presented to the House? 

Mr. Strom. Because we did not know what the real needs were until 
just lately. We have been able to obtain firm figures only recently. 

Senator SarronsTaLu. Are you a member of the new administration 
or are you a civil-service employee / 

Mr. Srrom. I am a civil-service employee. 

Senator SALTONSTALL. So that this matter has just been brought to 
the attention of the Postmaster General subsequent to the submission 
of the supplemental budget ? 

Mr. Strom. That is correct, sir. 

Senator ELuenper. Does this involve new money / 

Mr. Srrom. This does not involve new money. 


SURVEY OF DEPARTMENT 


Senator ELLenper. I notice some time ago in the press where Mr. 
Summerfield was working on a plan to cut the deficit a lot. Is that 
being worked over? Is anyone working on it in the Department, to 
achieve that goal? 

Mr. Srrom. He is having the Department surveyed at the present 
time to determine what improvements can be brought about in the 
service, 

Senator ELtenper. That is being done on his own? 

Mr. Srrom. That is done on his own initiative. 

Senator Evtenper. What has been done to carry out the Hoover 
Commission views ¢ 

Mr. Strom. Mr. Summerfield is having a management survey made 
at the present time. 

Senator E.tenper. Of that particular report? 

Mr. Strom. That is correct. It is being brought up to date. 
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SAVINGS IN “TRANSPORTATION OF MAILS,” 1953 


Senator Haypen. How did you happen to have money left over in 
the transportation of mail ¢ 

Mr. Srrom. It was brought about by the fact that we have gone 
into a program of transporting mail by truck in lieu of railroad service. 

Senator Hayppn. You have saved money by doing that? 

Mr. Strom. We have saved money by doing that, yes, sir. On the 
other hand, that has caused some increase in manpower in the postal 
service, because we now process certain mail in the postal service which 
formerly was handled by railroad employees. But overall, there is 
a saving. 

Senator Munpr. You are speaking about the highway post offices 
There is a saving as against the railroads, in that / 

Mr. Srrom. No. I am talking about truck service, as compared 
to the railroads. 

Senator Munpr. What has been your experience with the highway 
post offices? Are they self-supporting ¢ 

Mr. Srrom. The highway post offices? 

Senator Munpr. Yes. 

Mr. Strom. You cannot say that they are self-supporting because 
we cannot credit any revenue to them. It is a question of cost of 
operation as composed with other tr ee ition costs. 

Senator Munpr. Against serving the area by railroad ¢ 

Mr. Strom. We believe there is some sini in highway post offices, 
us compared to railroad costs 

Senator Haypren. The transportation of mail between cities, the 
bulk mail, is where you make the saving ‘ 

Mr. Srrom. That is correct, sir. It is not local transportation. 
This is transportation between post offices. 


EFFECT OF TRANSFER OF FUNDS REQUESTED 


Senator ELLenper. Suppose this transfer were not made, would 
add to your deficit ¢ 

Mr. Srrom. If the transfer were not made? 

Senator ELLENpDER. Suppose you sent it back to the Treasury, would 
that be money saved, or would it affect your deficit at the end of the 
year’ That is, the fiscal year. 

Mr. Strom. I do not know if I understand your question. 

Senator ELtenper. By the transfer of money you are going to use 
it for some other purpose ? 

Mr. Strom. We are going to use it for personnel we need to handle 
the mail volume greater than what was anticipated. 

Senator Evtenver. So that it will add to your present appropria 
tion, then ? 

Mr. Srrom. That is, in effect, what it does with reference to one 
appropriation, but not the overall appropri itions total for the 
Department. It will add to the appropriation for postal operations 
but it will deduct a like amount from the appropriation for trans- 
portation of mail. 

Senator ELtenper. So that will be reflected in your deficit. Your 
deficit will be less that much even though you did not transfer it? 
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Mr. Srrom. It would be less, if we did not need it for transportation 
of mail or for postal operations. 

Senator Dirksen. You are taking this money out of the item of 
“Transportation of mails” and transferring it to “Postal operations” ? 

Mr. Strom. That is correct. 


REASONS FOR TRANSFER REQUEST 


Senator Dirksen. Now, you assign a number of reasons. The first 
is increase in mail volume of 3.9. That was a misestimate last year in 
volume? You did not. expect the final volume to be what it is? 

Mr. Strom. That is correct. 

Senator Dirksen. You say the second reason is the change in the 
method of transporting mails from railroad to short-haul truck lines ? 
In other words, that is more expensive in the postal operations item, 
so you have to compensate with additional money ? 

Mr. Strom. That is true to a certain extent. 

Senator Dirksen. Now, the third reason is that there is an Executive 
order dated December 6, 1952, which made Friday, December 26, 
an official holiday ? 

Mr. Strom. That is correct. 

Senator Dirksen. How much extra does it cost for that holiday ? 

Mr. Strom. That holiday probably cost us between $4,000,000 and 
$5,000,000. 

Senator Dirksen. Have you not got something more than an esti- 
mate of it? 

Mr. Srrom. I would say about $4,000,000. 

Senator Dirksen. So those are the three reasons you need an addi- 
tional $28 million in your postal operations item? Your estimated 
deficit this year is $669 million; is that right? In any event, whatever 
it is—and I think it is about that—this will have no effect on your 
deficit, you are transferring the saving on one item over to another, 
in order to compensate for what is going to cost you more? 

Mr. Srrom. That is correct. 


CLAIMS 


Senator Dirksen. You see, under your item for claims, you have 
an increase of 32 percent. What is the reason for that 

Mr. Strom. The increased cost in a large measure is due to payment 
of claims which are settled in the courts. 

Senator Dirxsen. Does that account for most of these situations ? 

Mr. Srrom. It accounts for the greater part of the 32 percent 
increase. 

Senator Dirksen. Has there been an increase in the number of 
claims filed ? 

Mr. Srrom. Yes, an increase of about 20 percent in the number of 
claims filed. 

EFFECT IF TRANSFER IS NOT MADB 


Senator Haypen. What would be the effect if this transfer were 
not made? 

Mr. Srrom. We would have to take some drastic action on curtail- 
ing services of personnel who are handling mails and paid from postal 
operations’ funds. Mails would be delayed. 
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Senator Exutenper. Could that not be easily done? 

Mr. Strom. I do not believe so; no, sir. Nearly 4-percent increase 
in mail volume—— 

Senator Eitenper. Here you have a chance—you have made a sav 
ing of $28,000,000, and at the first opportunity you want to spend it. 

Mr. Srrom. That is not exactly the situation, sir. 

Senator Exrenpver. I know, but you are doing it. You could de 
crease your deficit by at least that much if you did not spend it. You 
could send it back to the Treasury, could you not ? 

Mr. Srrom. We are required to handle this 4- percent increase in 
mail volume over and above that which we anticipated, sir. 

Senator Haypen. That is, you cannot take care of an increased 
volume of mail without increasing expense ? 

Mr. Strom. That is correct. 

Senator Haypren. There is no escape from it ? 

Mr. Srrom. There is no escape from that. 

Senator Dirksen. Going back to the holiday item, was that to pay 
people who were working on the 26th ¢ 

Mr. Srrom. That is correct, in part. 

Senator Dirksen. Do they get double time ? 

Mr. Strom. No; regular employees get compensating time for that 
day. They get time off and we must replace them with substitutes. 
If they had been paid overtime, or time and a half, the cost would have 
ben more than $4 million. 

OBLIGATIONS TO JANUARY 31, 1955 

Senator SavronsraLL. For the sake of the record, how much have 
vou obligated through January for these two appropriations? 

Mr. Bruce. The obligations were postal operations, through Janu- 
ary, $1,290,613.011. 

For claims for the same period, obligations were $3,477,787. 

Senator SauronsraLtyL. You estimate these two transfers will carry 
you through the rest of the fiscal year ? 


Mr. Bruce. Yes, sir. 
INCREASE IN MAIL VOLUME 


Senator Munpr. Is this increase in mail volume an increase in 
first-class mail or some other class of mail? 

Mr. Srrom. It is primarily first-class mail, first class and parcel 
post. 

Senator Munpr. Does not first-class mail finance itself so that your 
increased revenue would take care of that deficit ? 

Mr. Strom. Yes sir. 

Senator Munpr. It is just the increase in the other categories? 

Mr. Strom. That is right. 

Senator Sauronstatn. Thank you very much. 

Mr. Srrom. ‘Thank you, Mr. Chairman. 
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NATIONAL MEDIATION BOARD 
Request ror TRANSFER OF FuNpDs 


STATEMENTS OF FRANCIS A. O'NEILL, JR., CHAIRMAN; E. C. 
THOMPSON, SECRETARY; AND M. D, LEWIS, ASSISTANT SECRE- 
TARY 


(The just ification follows:) 


EXECUTIVE OFFICE OF THE PRESIDENT, 
BUREAU OF THE BUDGET, 
Washington 25, D. C., February 25, 1953 
The PRESIDENT, 
The White House. 

Sir: I have the honor to submit herewith for your consideration drafts 
of proposed provisions pertaining to appropriations for the fiscal year 1953 for 
the National Mediation Board, as follows: 


NATIONAL MEDIATION BoOarp 
SALARIES AND EXPENSES 


For an additional amount for “Salaries and expenses’, $7,000, to be derived 
by transfer from the appropriation “Salaries and expenses”, National Railroad 
idjustment Board, fiscal year 19538. 


ARBITRATION AND EMERGENCY BOARDS 


For an additional amount for “Arbitration and emergency boards”, $10,000, 
to be derived by transfer from the appropriation “Salaries and erpenses” 
Vational Railroad Adjustment Botrd, fiscal year 1958. 


NATIONAL RAILROAD ADJUSTMENT Boarp 
SALARIES AND EXPENSES 


The amount made available under this head in the National Mediation Board 
ippropriation Act, 1958, exrclusively for compensation and expenses of referces 
is decreased from “$216,000” to “$199,000”. 

These proposed provisions are necessary to permit the agency to maintain 
mediation services during the last quarter of 19538 and to appoint additional 
arbitration boards. 

The appropriations for fiscal year 1958, as requested and enacted, anticipated 
some reduction in travel costs for the National Mediation Board. Unfortu- 
nately, it has not been possible to achieve these savings without risking additional 
labor disputes in the railroad and airline industries. As a result, an additional 
$7,000 is needed for travel funds. An additional $10,000 is needed by the Board 
to finance their efforts to prevent threatened strikes by the appointment of special 
arbitration boards. More of these boards have been needed than were previously 
anticipated. The necessary funds for these transfers are available in the Na- 
tional Railroad Adjustment Board as a result of savings achieved by the recent 
abolition of two supplemental adjustment boards 

I recommend that the foregoing drafts of proposed provisions be transmitted 
to the Congress. 

Respectfully yours, 
Jos. M. Dopaer, 
Director of the Bureau of the Budget. 


EXPLANATION OF REQUEST 


Senator Sauronsratt (presiding). Mr. O'Neill, the acting chair- 
man reads your request that you want to increase $7,000 in the salaries 
and expense account, an increase of $10,000 in your arbitration and 
emergency boards, doing this by transfer, and thereby decrease in 
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salaries and expenses the National Railroad Adjustment Board $17, 
000. Is that correct ? 

Mr. O’Nertxu. That is correct. 

Senator SALTONSTALL, Why do you need to do this? 


NEW PROGRAM 


Mr. O'Neww. We have engaged on a program to dissipate a back 
log of grievances for the National Railroad Adjustment Board. bh 
conferences held with the railroad carriers and the brotherhoods in 
October and November and December, it was decided that we would 
set up a program whereby special boards of adjustment would be 
created on the individual properties in cases taken from the National 
Railroad Adjustment Board, thereby disposing of them on the prop 
erty and attempting to dissipate that backlog. 

In that connection we have agreed to abolish two supplemental 
boards of adjustment out there and take those men and put them out 
in the field and help the General Chairman dispose of grievances o1 
the properties. In other words, we are transferring the moneys that 
would be used in supporting these supplemental boards and putting 
them on the system boards of adjustment on the individual proper 
ties, taking the money and paying the referee to go out on the prop 
erty and dispose of them. It has had an excellent result. 

In the Southern Pacific alone we have set up a board to dispose 
of 1,500 cases. One thousand of them were withdrawn from the Ad 
justment Board: and we are setting them up on the New York Cen 
tral, on the Erie, on the Norfolk & Western; and on several other 
properties these special boards will be set up. We are taking the 
funds in the Adjustment Board and using them to finance these spe- 
cial boards. 

Senator SatronstaLtt. Why was this not brought before the House ’ 

Mr. O’Nemu. The agreement between the carriers and the organi 
zations was not really consummated until after the first of the year. 
In fact, we are still in the discussion stage as to the future of these 
supplemental boards in Chicago. I have been on the telephone just 
today discussing the matter. In fact, it was brought to the attention 
of the Bureau of the Budget but we just did not reach the House in 
time to have it considered there. 

Senator SauronstaLL. These transfers, if made, will be justified 
by the improvement in your service both to the railroads and the 
organizations ? 

Mr. O’Net. That is correct, sir. We feel we have succeeded in 
dissipating a lot of strike threats throughout the country arising out 
of these grievances. 

Senator Sauronsraty. Are there any questions by members of the 
committee ? 

Thank you, Mr. O'Neill. 

Mr. O’Neru. Thank you, sir. 


TREASURY DEPARTMENT COMMUNICATION 


Senator Savronstaty. The acting chairman has been requested by 
the Secretary of the Treasury to put into the record before the hear 
RQ 


ings are closed a letter dated February 20, 1953, with relation to House 
Document 62. 





SECOND SUPPLEMENTAL APPROPRIATION BILL, 1953 351 


Without objection, without reading the whole letter, that will be 
included. 

(The letter referred to follows :) 

_ Tue SecReETARY OF THE TREASURY, 
Washington, February 20, 1953. 
Hon. STYLes Bripcss, 
Chairman, Senate Committee on Appropriations, 
The Capitol, Washington, D. C. 

My Dear Mr. CHarRMAN: Reference is made te House Document 62, in which 
is included a supplemental estimate of appropriation for the fiscal year 195: 
for the Bureau of the Public Debt in the amount of $2,300,000 for additional 
funds to cover the cost of prospective redemption on demand of 16 million more 
savings bonds than were contemplated when the appropriation was enacted. 
After hearings on this estimate, the item was approved by the House Appropria- 
tions Committee in the amount of $750,000 and was included in H. R. 3053 as 
passed by the House on February 19, 1953. 

The purpose.of this letter is to advise that the action by the House in reducing 
the amount of this estimate will not be appealed to your committee. Two devel- 
opments have occurred since this estimate was prepared and defended which 
will operate to partially reduce the additional requirements needed for the bal- 
ance of the fiscal year 1953, namely : 

1. New budget poliey pronouncements issued by the Director of the Bureau 
of Budget on February 3, 1953, among other things, place immediate restrictions 
on the fillimg of vacaneies. These restrictions will mean that some savings 
will accrue which can be utilized to meet the cost of handling the increased 
workload. 

2. The Bureau of the Public Debt has again reviewed the probable volume of 
savings-bonds redemptions to be processed this year in the light of the latest 
available figures and now feels that the total may not exceed 85 million in lieu 
of the 91 million previously estimated. 

The reduction in the estimated volume of redemptions, together with the 
compulsory restrictions on the filling of vacancies and a firm intention by this 
Department to comply fully with the directive of the Director of the Bureau 
of the Budget aimed at.reducing: Federal expenditures wherever possible, makes 
it unnecessary to protest the reduction accorded this estimate by the House. 
The Bureau of Public Debt will make every effort to curtail its requirements 
and live within the limits of funds which will be available, including the addi- 
tional sum approved in H. R. 3058. 

Very truly yours, 
GrorGE M. HuMPHREY, 
Secretary of the Treasurf. 


PANAMA CANAL COMPANY LETTER 


Senator Sauronstatn. Also a letter to the chairman of the com- 
mittee from the Panama Canal Company, dated February 20, 1953, 
and signed by the Secretary, Mr. Whitman. 

Without objection, that will be included. 

(The letter referred to follows:) 


PANAMA CANAT COMPANY, 
Washington, D. C., February 20, 19538. 
Hon. STYLes BRipGes, 
Chairman, Committee on Appropriations, 
United States Senate, Washington, D. 0. 

Dear SenAtTOR Bripets: The Second Supplemental Appropriation Act, 1958, 
as passed by the House on February 19, 1953, contains two language changes 
requested by the Canal Zone Government and Panama Canal Company, respec- 
tively. Neither change provides any new appropriation of funds. 

The new language proposed for the Canal Zone Government would authorize 
the payment to the Republic of Panama of $15,000 for expansion of the Colon 
sewerage-disposal facilities to serve the Canal Zone. The Republic of Panama 
is presently about to construct a new pump station and force main in Colon, 
and by enlarging the facilities at this pump station at a cost of $15,000 it will be 
possible to handle sewage from the Canal Zone at an estimated saving of 
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22.000 in initial cost of installation of separate facilities in the Canal Zone 
The payment will be made from previously appropriated funds. 

The 1953 Appropriation Act places a limitation of $3,301,800 on expenditures 
by the Panama Canal Company for general and administrative expenses. The 
Second Supplemental Appropriation Art, 1953, increases this limitation to 
$3,557,000, an increase of $255,200. This revised estimate of the Company’s 
requirements under the limitation is based on the following adjustments: 


General and administrative expense limitation in 1953 act_-_--_-_-_ $3, 301, S00 
Add items now classified as general and administrative expenses not 
originally budgeted as such: 


Civil-service retirement costs___........._--.------- $176, 700 


Cost of operating Company buildings_..-......____-- 180; 000 
Add increased costs for— 
Audit by General Accounting Office_—_ L L 106, 500 
Expenses of Board of Directors__i____-_-.-_---u--_ 15, 000 
Personnel Bureau___- ~~~ bia) Sade Meee Sa 4, 800 
Comptroller’s Office and Finance Bureau_.__.-.--______ 112, 5 
545, 500 
8, 847, 300 
Deduct : 
Procurement costs formerly performed in Washington 
office no longer classified as general and administra- 
Give GlepOnees. ose a Lt 249, 600 
Decreased cost administration of Washington office__. 23,100 
Decreased cost Administrative Branch_____..._.---+ 17, 600 
——_—_——_— 290, 300 
Revised limitation_____ Se CBU us ule 8, 557, 000 


It will be noted that apart from increases resulting from reclassification of 
accounts, such as the cost of operating Company buildings and employment 
costs, and apart from the increased cost of the 1952 audit by the General Ac- 

counting Office which is beyond the control of the Company, the major item 
involved in the increase of the limitation is for inereased costs in the Comp- 
troller’s Office and Finance Bureau. 

The Comptroller’s Office was established in May 1952, and the Comptroller 
appointed at that time is in process of establishing the necessary staff to provide 
the type of accounting system and internal controls that will meet the needs of 
this Government corporation as well as sound business practices. To accomp- 
lish this, the Comptroller must employ accountants experienced in systems de- 
velppment and greatly strengthen the internal audit staff. It is expected that 
substantial amounts of these increases will eventually be saved by simplifi- 
eation in accounting procedures and paper work. A plant inventory and ap- 
praisal program required under the Panama Canal Company Act necessitates 
the temporary employment of a considerable number of engineers and cost 
analysts that will not be required permanently. In addition, studies required 
for analysis of the rates of tolls for use of the Panama Canal, also required 
under the Panama Canal Act, will necessitate expenditure of substantial amounts 
for the temporary employment of consultants. 

The Panama Canal Company and Canal Zone Government request approval 
by your committee of the language changes incorporated in the bill as it passed 
the House. 

Sincerely yours, 
W. M. WHITMAN, Secretary. 

Senator Sarronsrauu. Chairman Bridges asked the acting chair- 
man to make the following announcement : 

This closes the hearings of the second supplemental bill and the 
markup will in all probability be held on Friday morning. Tomorrow 
morning, Thursday, we are having a full committee meeting to con- 
sider the future of the so-called W atch Dog Committee. 

If there is nothing else to go in the record, the hearings will be 
closed and the committee ry r recessed. 

(Whereupon, at 3:50 p. Wednesday, February 25, 1953, the 
hearings on the second plemented bill were closed.) 
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